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Quality and price are considered as two important elements of marketing mix. It was believed that 
the higher quality is, the higher customer satisfaction is and thus the higher purchase intention is. 
However, it was also accepted that price was a motivator for customers’ buying decision making. 
Recently, value which is to achieve the balance between service quality and price attracts more 
attention in research world, since it seems that customers put more emphasis on value when 
making buying decisions. Nonetheless, among quality, value and price, which element, that 
customers value more for their buying decisions remains untouched. Through a survey and the 
used of MANOVA and ANOVA, this paper investigates this important issue and factors that 
influence the decision by consumers that could help companies to develop a proper marketing 
strategy. 
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CHAPTER 1  
INTRODUCTION 
1.1 RESEARCH BACKGROUND 
As business competition intensifies and customers become more mature, the interests of 
researchers, as well as practitioners, in purchase intention and its affecting factors 
heighten. Because only after understanding why customers choose certain kinds of 
products or services can companies know the direction where they would better develop 
their services to cater for demanding customers.  
 
The relationship between service quality, price, value and purchase intentions has 
confused the research world for a long time. Some researchers believe that high service 
quality leads to purchase intention (Sawyer and Dickson 1984; Zeithaml 1988, Ong 
1999). Meanwhile, others hold the opposite view that high service quality does not 
necessarily attract customers to patronize (Dodds and Monroe 1985; Zeithaml 1988, 
Chang and Wildt 1994), and they put value as a media construct between quality and 
purchase intention. By the same token, when referring to prices, it is difficult to decide 
whether high prices or low prices lead to purchase intention. Researchers believe that a 
positive relationship has been observed between price and perceived quality (Zeithaml 
1988; Rao and Monroe 1989; Chang and Wildt 1994). Since perceived quality leads to 
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purchase intention, according to these researchers, high price, to some extent, should 
have positive influence on customers’ purchase intention. However, in the real situations, 
it is the low price that attracts customers’ attention more. Apart from the above two 
aspects, one popular point of view in the purchase intention is that high customer value 
directly influences customers’ purchase intention. Durvasula et al. (2004) proposed that 
service quality had an indirect relationship with behavioral outcome measures via 
satisfaction and value. However, value involves tradeoff of costs and benefits, making it 
more difficult to measure (Holbrook and Corfman 1984). This is why many researchers 
are more willing to believe in direct relationship between perceived quality and purchase 
intention. 
 
This confusion happens in the real world as well, e.g. airline industry. Before 
deregulation, service quality of the airline (Flag Airlines) undoubtedly was the main 
affecting factor in customers’ choices of airlines, since the price was controlled by the 
authorities. Not long after the deregulation, due to the overcapacity of the industry, 
airlines lowered their prices by more than half to maintain the market share. Many 
Budget Airlines gained their fame at that time. Initially, the pricing strategy attracted a lot 
of passengers. But as the customers became more mature, they were more likely to 
choose airlines that achieve the balance between service quality and prices (Economical 
Airlines), because of their needs and price sensitiveness. Until now, there is no paper 
dealing with the issue that whether customers prefer Flag Airlines, Economical Airlines 
or Budget Airlines. As well, the question that what factors influence their choices of 
airlines remains untouched.  
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1.2 RESEARCH OBJECTIVE AND STRUCTURE OF THE THESIS 
This paper aims to find out what will exert more influences on customers’ choices, 
quality, price or the balance between quality and price - value. Furthermore, the paper 
tries to explore factors that bring significant differences in customers’ buying behavior.  
 
The paper is arranged in 7 sections. In Chapter 2, we present an overview of  the 
literature review. The purpose of this chapter is to review and summarize the previous 
studies related to consumer behavior, as well as the relationship between purchase 
intention, service quality, pricing strategy and customer value. After the review, the 
research gap, together with the research questions, is identified. Hypotheses are 
developed in Chapter 3. The aim of this chapter is to come up with some hypotheses 
which could provide answers for the research questions raised in the previous chapter. In 
Chapter 4, we will begin by describing the questionnaire structure and questionnaire 
translation. Next, we will introduce two groups of dependent variables which are used to 
determine the willingness point of choosing one type of airlines and the category that the 
customer belong to. Finally, we will explain who our targeted surveyees were and how 
we conducted the survey. Chapter 5 focuses on the results drawn from the questionnaire 
data.  we will present some preliminary analysis of the respondents, their nationality, 
income and gender and alsol show some descriptive results. Using MANOVA and 
ANOVA analysis as a means of comparison, we examine into how factors influence 
customers’ choices of airlines. 
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in chapter 6, we  discussed the research findings are in depth Within the discussion, we 
will touch on issues such as Value-conscious customers’ dominance, quality-conscious 
customers’ decrease and price-conscious customers’ emergence .Further, we will explore 
nationality, income, gender and flying situations’ influences on customers’ choices will 
be explored. At last, the discussion is related to the hypotheses proposed before. Chapter 
7, 8 and 9 will present a summary of research findings, and provide the implications and 
























The purpose of this chapter is to review and summarize the previous studies related to 
consumer behavior, as well as the relationship between purchase intention service quality, 
pricing strategy and customer value. After the review, the research gap, together with the 
research questions is identified. In this chapter, first we will accentuate the importance of 
researching into consumer behavior. Then we will present some models of consumer 
behavior. After that, we will list the dimensions of consumer behavior and discuss on 
stages of the buying decision process. Next, factors and influences on consumer behavior 
will be highlighted. Additionally, the relationship between purchase intention and service 
quality, pricing strategy, customer value will be described. Finally, in the light of 
research gap, two research questions will be formulated. 
 
2.2 UNDERSTANDING CONSUMER BEHAVIOR – ROAD TO SUCCESS  
The most important contributor to the success of an organization is a satisfied customer 
(e.g. Rajesh & Uday, 2004). Therefore, the knowing of consumers and their purchasing 
behavior is essential to successful marketing, since it enables service companies to offer a 
service mix that consists of attributes most valuable to the prospective customers (Mittall 
et al., 2001). 
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Consumer behavior involves how individual, groups, and organizations select, purchase, 
use, and dispose of goods, services, ideas, or experiences to satisfy their needs and 
desires (Kotler, 2000). Moreover, the process can be considered as a learning cycle. This 
cycle includes the decision processes that precede and determine buying behavior 
(Blackwell, Miniard & Engel, 2000), as well as feedbacks from the purchase decisions 
which will be used as attitudes towards a certain brand or information for the next 
decision process. 
 
2.3 THREE MODELS OF BUYING BEHAVIOR 
According to Oliver (1995), models can help to abstract, simplify and display a huge 
number of ideas in an economic way. Thus, the advantages of showcasing weakness in 
the definition of variables and exploring needed new variables, lead to the development 
of several models. In the history of model developing, Nicosia Model (Nicosia, 1966), 
Howard-Sheth Model (Howard & Sheth, 1969), Engel-Kollat-Blackwell Model with the 
short form of EKB Model (Engel, Kollat & Blackwell, 1973), revised EKB model (Engel, 
Blackwell & Miniard, 1993), Stimulus-Response Model have been or are being largely 
accepted by both researchers and practitioners.  
 
In Nicosia’s Model, consumer decision process starts from stimulus, the determinant of 
behavior. Stimulus has two forms of existence, internal and external. Geography, 
occupation, education, religion, race, income, prices, products, advertising and so forth 
belong to external stimuli. After stimulated by external variables, customers still have to 
be triggered by internal stimuli, which are personality, personal value and so on. The two 
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stimuli together could enable the mental process to translate themselves into motives, 
which is the driving force to buying behavior. At this point, customers make a decision 
on primary purchase which is related to product choice and selective purchase which is 
related to brand choice. After consumption of the product, customers will react to both 
the product and the brand, and the positive or negative reactions go back to modify the 
intensity and nature of the motives. 
  
However, there is a contradiction in the model’s assumptions (Rau & Samiee, 1981). In 
his model, Nicosia assumed that neither the firm nor the consumer had any history 
directly relevant to the content of a firm’s message. It seems not practical and realistic 
unless it is used for new product or brand introduction. 
 
Howard & Sheth (1969) presented a buyer behavior model to explain rational brand 
choice behavior. The model of Inputs>Perceptual constructs>Learning 
constructs>Outputs is based on Plato’s 
Information>Cognitions>Affect>Behavior>Satisfaction (ICABS) hypothetical constructs 
and overt behavior (Demirdjian, 2004). Similar to Nicosia’s model, Howard-Sheth model 
starts with stimulus as well, although the name has been changed to Stimulus ambiguity. 
There are three stimuli, which are Significative (quality, price, distinctiveness, service 
and availability of products which are experienced by customers through shopping 
activity), Symbolic (quality, price, distinctiveness, service and availability which are from 
information source such as advertising) and Social (family, reference groups and social 
class). The stimuli ambiguity will arouse attention and overt search later. Overt search 
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could have certain effects back on the stimuli, while attention leads to perceptual bias 
arising from for example, buyers’ age. Buyers’ perceptional bias will produce different 
motives and choice criteria, as well as brand comprehension which could be enhanced by 
customer satisfaction. After that, buyers will form their attitudes towards the brand and 
decide whether to buy or not.  
 
 Still, there are some problems in Howard-Sheth model. Rau & Samiee (1981) found out 
that the input variables and output variables were not well identified. As well, the 
definition of these factors was not done. Furthermore, it was confusing in the way the 
process translated inputs into outputs, which made the application of this model 
complicated. 
 
EKB model is well known for its comprehensiveness and ease to follow (Demirdjian, 
2004), although the EKB model seems more adept in displaying relationships between 
and among variables rather than predicting behavior (Reidenbach, 1980). The model 
showcases well the components of decision making, input, information processing, a 
decision process, decision process variables, and external influences, together with the 
relationships and interactions among them. Engel et al. (1993) identified two categories 
of variables influencing buyers’ decision process: Environmental Influences and 
Individual Differences. Environmental Influences include Culture, Social, Class, 
Personal Influences, Family, Situation; while Individual Differences include Consumer 
Resources, Motivation & Involvement, Knowledge, Attitudes, Personality, Values & 
Lifestyle. 
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After decades of development of Consumer Behavior Model, nowadays, the most popular 
and acceptable model is Stimulus-Response Model (See Figure 2.1) (Kotler, 2000). At 
first, marketing and other stimuli go into the customer “black box” and come out as 
consumer responses. The “black box” contains two modules of buyers’ characteristics 
and the decision-making process. The buyer’s characteristics have an influence on how 
he or she perceive the incoming stimuli; while the decision making process determines 
what buying behavior will be fulfilled.  
 
 
Figure 2.1: stimulus-response model (Source: Kotler, 2000) 
 
2.4 THE STAGES OF BUYING DECISION PROCESS 
Several researchers tried to model the buying decision process in stages. Engel et al. 
(1993) proposed the buying decision process in the order of Need Recognition, Search, 
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Later, Oliver (1995) in his book put the process as Problem Recognition, Information 
Search, Evaluation of Alternatives, Purchase Decision, and Outcomes of Purchase & Use. 
Recently, Hisrich (2000) presented the process almost in the same way: Needs 
Recognition, Information Search, Information Evaluation, Purchase Decision, and 
Postpurchase Behavior. All the research works imply that consumers pass sequentially 
through all five stages in buying a product (see figure 2.2).  
 
However, due to the different types of buying behavior and differences between the 
buyers themselves in terms of personality, knowledge and so on, there might be some 
differences in the experienced stages of the buyers’ decision processes. Consumers may 
skip or reverse some stages (Putsis, 1994). For example, a consumer who has been loyal 
to a brand does not need the stages of Information Search and Evaluation of Alternatives 
(Hart, C. & Dewsnap, B., 2001). Additionally, for low-involvement products which 
mostly are low-cost, frequently purchased products, the buying process begins with brand 
beliefs formed by passive learning and is directly followed by purchase behavior without 
postpurchase evaluation (Kotler, 2000). Kotler (2000) also pointed out that the reversing 




Figure 2.2 Five-Stage Model of the Consumer Buying Process 
 
2.5 DIMENSIONS OF PURCHASE INTENTION 
Nowadays’ research works on purchase intention mostly are based on the five dimensions 
of purchase intentions (Zeithaml et al., 1994, Parasuraman et al., 1996). They suggested 
that there were five dimensions which were loyalty to the company, propensity to switch, 
willingness to pay more, external response to problem, and internal response to problem. 












defining dimensions of purchase intention. They put Loyalty to the company and 
Propensity to switch together, and replaced them with Repurchase intentions. 
Additionally, other three dimensions seemed the same in meaning, although different in 
expression, price sensitivity, word-of-mouth communication, and complaining behavior. 
There are many other papers discussing on the dimensions (e.g. Nakata & Sivakumar, 
1996, 1999; Furrer et al., 2000). 
 
2.6 FACTORS AFFECTING CONSUMER DECISION MAKING 
2.6.1 CATEGORY OF FACTORS 
According to the Stimulus-Response Model, there are four categories of factors that 
impact the customers’ purchase intention: cultural factors, social factors, personal factors 
and psychological factors (Kotler, 2000). Cultural factors include culture, subculture, and 
social class; social factors are reference groups, family, and social roles and statuses; 
personal factors take age & stage in the life cycle, occupation and economic 
circumstances, as well as life style into consideration; psychological factors focus on 
motivation, perception, learning, and beliefs and attitudes. Because most of companies 
struggle towards a global stage where players are from different backgrounds and 
cultures, researches into culture’s influences on consumer behavior have draw more 
concerns than other influencing factors (Sojka and Tansuhaj, 1995).  
 
2.6.2 CULTURAL FACTORS 
Numerous studies have compared the different behaviors of consumers from different 
nationalities, religions, racial groups, geographic regions. In the research of Lindridge 
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and Debb (2002), by comparing British Caucasians and British Indians’ buying behaviors 
on the purchase of brown goods, such as television sets, video equipments, and music 
systems, it was found that culture was a justifiable variable for market segmentation.  
 
2.6.2.1 NATIONALITY 
When referring to cultural differences, nationality seems to be taken for granted as the 
research object. Overby et al. (2004) supported that the influence of culture existed in 
consumer perceptions of product-related value and consumption consequences, by 
comparing French and American. Additionally, Pornpitakpan (2004) investigated 
whether there were differences in responses of consumers from three very different 
countries – America, German, and Singapore. The result showed that Americans’ and 
Singaporeans’ reactions were totally opposite, while Germans seemed more neutral. 
Moreover, Moore et al.’s research (2003) indicated that culture difference resulted in 
difference price perceptions between US and Polish consumers. 
  
Traditional researches into the cultural influences focused mainly on western world, 
especially U.S., but with East Asia’s fast development, more and more researchers are 
trying to find the East Asian’s cultural influences, e.g. Chinese, Korean, and Japanese. 
Mattila & Patterson (2004) examined the impact of culture on consumers’ perceptions of 
service recovery efforts, which directly influenced consumers’ repurchase intentions. 
They suggested that East Asians were not affected by explanation after service errors but 
American were. Furthermore, Huang & Tai (2003) found different customer value 
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perceptions of products between two sharp contrasts – China and America. The same 
result was drawn between USA and Japan (Sood & Nasu, 1995).  
 
Even among East Asia itself, there is a cultural influence. Sternquist et al. (2004) gave an 
insight into different consumer behaviors between Koreans and Chinese. In the case of 
Chinese participants, all price perceptions were negative, which meant that instead of 
treating prices as an indicator of product or service quality, they would try hard to seek 
the low prices.  
 
2.6.2.2 RACIAL GROUPS 
With regard to racial groups, there are also many related research works. Hirschman 
(1981) presented the example of Jewish and non-Jewish people in US. They differed in 
terms of adulthood information seeking, product innovativeness and product information 
transfer. Furthermore, when Whites, Native American and Hispanics went shopping, their 
rooted values told them apart (Shim & Gehrt, 1996). 
   
Nonetheless, there are still some contentions towards the racial influences, due to the 
ethnic integration. Omar et al. (2004) found no significant differences in the preference of 
food brands due to cultural influences when they compared ethnic and non-ethnic grocery 
shoppers in British supermarket. Additionally, by conducting questionnaires among 
married Singaporean individuals, Chinese, Malay or Indian, Kwon & Ah (2004) 
confirmed the hypothesized cultural influences on brand loyalty. However, there is no 
strong support on the cultural influences on family decision making behavior. 
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2.6.2.3 OTHERS 
There are some other elements of culture could impose influence on consumer behavior, 
for example, religion, value and so on. Thus, there are also a number of research works 
referring to these elements. With regard to religious influence, Essoo & Dibb (2004) 
suggested that Hindus, Muslims and Catholics showed contrasting shopping behaviors 
after examining their purchase of a television.  
 
As well, researchers concluded that individualist and collectivist, idiocentrics and 
allocentrics, independent and interdependent groups of people showed differences in their 
consumer behavior (Yang, 2004; Malshe & Gentry, 2004; Dutta-Bergman & Wells, 2002; 
Kacen & Lee, 2002).  
 
2.6.3 PERSONAL FACTORS 
Since consumer behavior always refers to individual buying behavior, personal factors 
thus are worth researching into. Personal factors include age, gender, income, occupation 




Sex and Gender are both of great interest to marketers and researchers because of their 
important roles in consumer behavior (Harris & Marandi, 2002). However, in the near 
decades, researchers switched from pure sex to a broader definition, gender, which is the 
extent to which a person identifies with masculine/feminine traits (Caterall and Maclaran, 
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2002). There are numerous research works dealing with the new concept, such as gender 
portrayals in advertising (e.g. Brown et al, 1999; Coltrane & Messineo, 2000; Kacen & 
Nelson, 2002). Nonetheless, several studies support that biological sex of a consumer at 
least is as good predictor of attitudes and behavior as gender identity, if not better than it 
(Stern, 1987, Palan, 2001). In this paper, we use word “gender” although we only focus 
on the sex role.  
 
Like differences resulted from different sex in other areas, it is believed that there should 
be some relationship between preferences in service/products and sex (Sultan and 
Simpson, 2004; Chiu, 2002). Luo et al. (2004) found that sex played an important role in 
tourists’ choices of information sources, as well as the trip outcomes of accommodation 
types and expenditure. Additionally, Ghani (2004) confirmed there was a strong 
connection between sex and consumer behavior.  
 
Nowadays, there is a trend to understand the product-gender linkage. Milner & Fodness 
(1996) showed that men and women tended to use products or services that had 
masculine or feminine symbol. For example, mascara seemed more attractive for women 
than for men, since it was taken as a feminine product. Moreover, the linkage had the 
cultural background settings, which made it very complicated. For instance, bank 
accounts, perceived as undifferentiated by US males and feminine by US women, were 
considered masculine by both Turkish men and women (Milner & Fodness, 1996).  
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Although most of the studies affirm the strong relationship between gender and consumer 
behavior, it still remains contentious. Demirdjian & Senguder (2002) challenged the 
popular idea and recommended that the perception of service quality, which would result 
in different buying behaviors, did not differ with gender. In addition, Hussein A. Hassan 
Al-Tamimi & Abdullah Al-Amiri (2003) and Bacon (2003) held the same position. A 
recent study of Babakus et al. (2004) showed that gender was not a significant predictor 
of consumer behavior, after analyzing the data from Austria, Brunei, France, Hong Kong, 
the UK and the USA.  
 
2.6.3.2 INCOME 
As for income, researchers come to consensus that expectations and perceptions of 
service quality differ by customers with different income (e.g. Sultan and Simpson 2004, 
Paswan et al. 2004, Gagliano 1994). Since expectations and perceptions of service quality 
could influence consumer behavior, there is no doubt that income could impact the way 
consumers behave. 
 
Therefore, there are many studies about the possible linkage between income levels and 
consumer behavior. Maki (2002) provided an insight into consumer living behavior with 
the change in income from 1984 to 1996 in New Zealand. Abdel-Ghany et al. (2002) also 
pointed out that income played an active role in consumption expenditures using the data 
from the 1996 Canadian Family Expenditure Survey.  Recent studies again confirmed the 
relationship. By comparing the eating-out behavior between Japan and Korea, Tsutsumi 
& Chung (2003) dug out the factors behind the increase in eating-out expenditures which 
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was the increase in income. In Luo et al.’s (2004) study, it was found that in addition to 
gender, household income, as well, significantly influenced tourists’ choices of 
information sources. Furthermore, Noor (2004) pointed out that there was a strong 
relationship between television viewing habits, consumer behavior, and family income.  
 
Table 2.1 Reviews of literature on some factors influencing consumer behavior 
Factors 
Studies 
Nationality gender Income 
Ford et al. (1995) √   
Sood & Nasu (1995) √   
Dawar et al. (1996) √   
Huff & Alden (1998) √   
Shoham et al. (1998)  √  
Arnold & Bianchi (2001) √ √  
Liu et al. (2001) √   
de Mooij & Hofstede (2002) √   
Iversen & Rundmo (2002)  √  
Harris & Marandi (2002)  √  
Volkov et al. (2002)   √ 
Maki (2002)   √ 
Abdel-Ghany (2002)   √ 
Tsutsumi & Chung (2003)   √ 
De Mooij (2003) √   
Shoham & Brencic (2003)  √  
Bacon (2003)  √  
Kamaruddin & Mokhlis (2003)  √  
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Grossbard-Shechtman (2003)  √  
Huang & Tai (2003) √   
Moore et al. (2003) √   
Overby et al. (2004) √   
Pornpitakpan (2004) √   
Mattila & Patterson (2004) √   
Sternquist et al. (2004) √   
Meng (2004) √ √  
Luo et al. (2004)  √ √ 
Ghani (2004)  √ √ 
Babakus et al. (2004) √ √  
Marquis (2004)  √  
 
 
2.7 INFLUENCES ON CONSUMER DECISION MAKING 
Marketers often design strategies detailed in each element of the marketing mix –product, 
price, promotion and place – to affect consumer buying behavior, especially their 
decision making (Kotler, 2000). The successful one leads directly to the overall profit and 
marginal profit of the companies. 
 
2.7.1 QUALITY’S INFLUENCES 
Many attributes of products or services, including brand name, quality, newness and 
complexity, can affect consumer behavior. In this paper, we only focus on the quality 
aspect. It is believed that behavioral intention could be viewed as the intermediate 
variable between service quality and financial performance (Zeithaml et al., 1996). 
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Zeithaml (1988) defined perceived service quality as the customer’s assessment of the 
overall excellence or superiority of the service. Similarly, Bitner and Hubbert’s (1994) 
proposed “The consumer’s overall impression of the relative inferiority/superiority of the 
organization and its services” to be the definition of service quality.   
 
There is always confusion about service quality and customer satisfaction. However in 
recent literature, there is some consensus that service quality is viewed as rational 
perception, and customer satisfaction as an emotional or feeling response (Rust & Oliver, 
1994). Many researchers strongly support that there is a significant positive relationship 
between customer satisfaction and purchase intentions (Anderson & Sullivan, 1993; 
Cronin & Taylor, 1992; Woodside et al., 1989). However, Dabholkar’s research work 
(1995) provided another insight into the relationship. He proposed that the cognitive and 
affective preposition of the service customers had a strong influence on the antecedent 
role of service quality and satisfaction. Cognitive customers always evaluated the service 
quality of the delivered service and then decided whether they were satisfied or not. If 
they were satisfied, this would contribute to their behavioral intentions. On the other hand, 
affective customers were thought to be satisfied or dissatisfied with the service providers 
first. This emotional judgment then led to their evaluation of service quality. If they 
believed the service quality was high, they would intend to repurchase again. No matter 
what the antecedent role of service quality and customer satisfaction, there is a constant 
link that high service quality leads to buying intentions. 
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There are notable efforts to improve the understanding the relationship between service 
quality and purchase intentions (Boulding et al., 1993; Parasuraman et al., 1994; Zeithaml 
et al., 1996; Liu et al., 2000). In Zeithaml et al.’s work (1996), they argued that perceived 
service quality had positive effects on loyalty to a company and willingness to pay more 
and negative effects on propensity to switch. Moreover, Liu et al. (2001) found out that 
good perceived service quality and bad perceived service quality might not lead to the 
same behavioral intentions. In addition, Bloemer et al. (1999) suggested that relationships 
between service quality and behavioral intentions had significant differences from 
industry to industry.  
 
For service industries such as airlines where resources are limited and not easy to expand, 
quality strategies which focus on meeting, even exceeding the needs of the customers are 
especially important (Motwani, Kumar & Mohamed ed., 1996). In the past, especially 
before the 1978 Airline Deregulation Act, customers made their choice of airlines mainly 
based on the airlines’ service quality, since the prices were regulated by the relevant 
authorities. Consequently, management of firms in such sectors had found themselves in 
a highly competitive battle to attract customers through service quality (Bateson 1991). 
Wirtz and Johnston (2003) recommended that the success of Singapore Airlines, which 
was recognized as one of the worlds’ leading airlines, was attributed to service excellence.  
However, there is a self-contradiction in upgrading service quality. The higher the service 
quality is, the more expensive the air fare is. Proponents of deregulation argued that 
regulation forced competition based solely on service quality and thus created fares that 
in many cases were 50 percent higher than comparable intrastate (unregulated) fares 
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(Rhoades, D.L. & Waguespack, 2004). Monroe and Petroshius (1981) suggested that if 
the price was so high that it exceeded the acceptable level of customers, customers might 
be reluctant to buy it. Furthermore, price conscious customers did not feel like paying for 
delighting features if the price differences for these features were too large. 
 
Parasuraman et al. (1994) stated that transaction satisfaction was based on customers’ 
evaluations of service quality, product quality and price. High perceptions of service 
quality only trigger customer satisfaction which in turn influences repurchase intentions, 
while high perceptions of service value can lead to greater satisfaction, which affects 
repurchase intentions (Tam, 2000). 
 
2.7.2 PRICE’S INFLUENCES 
According to Sternquist et al. (2004), there are two ways of perceiving prices. One is the 
positive way. It means that customers perceive high prices as the sign of good quality and 
brand identity. Thus, high prices will arouse their interest of buying, since there is an 
assurance of high quality products or services. Another one is the negative way. 
Customers will use all the strategic methods to get lower prices. Moreover, normally low 
price products or services are more likely to attract them by showing a high value of 
buying.  
Many of today’s value-conscious consumers may buy products more on the basis of price 
than other attributes (Kotler, 2000). Thus, price decrease will increase demand, which in 
turn will increase the market share (Hoch, Drèze and Purk 1994). On the other hand, 
price increase can lower the attractiveness and utility of the product, which can then lead 
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to lower sales or even customer boycotts (Sen, Gurhan-Canli, and Morwitz, 2001). 
Therefore, after the deregulation, airline industry fell into a fierce pricing competition. In 
order to attract more passengers, some airlines offered cut-throat prices to customers in 
the eyes of traditional airlines. In the meanwhile, airlines cut out or downgraded services, 
as well as adjusting cost structures to match low prices. Pricing, here, was used as the 
primary competitive weapon. 
 
Reduction of fares could attract customers in a short-term, but competitive advantages 
based on fares alone are not sustainable (Chang and Yeh, 2001). This is mainly due to the 
fact that airlines are relatively efficient in responding to competitors’ price changes 
(Jones and Sasser, 1995). Major airlines could use predatory pricing, that is to match or 
beat fares offered by budget airlines, to make them cut its low fares even further to 
remain competitive, while they can subsidize the loss by hiking fares in less contested 
markets. In addition, the low fare always comes from the low cost of airlines and low 
standard of service quality: no reclining seats; no cotton headrests; no headphones, 
movies, magazines, towels and foods; no connecting flights; no attracting attendants and 
toilets and so on. This is not saying the low cost is just from none of things. The high and 
full usage of aircrafts and employees can be an important factor to the reduction of the 
costs as well, but “no frills” seem to contribute significantly. Therefore, while the 
industry has been deregulated for 15 years, the substantial monitoring of firm conducts 
continues (Mazzeo, 2003).  
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On the other hand, Jacoby and Olson (1977) employed a stimulus-organism-response (S-
O-R) model to explain that low prices did not always mean high purchase intentions. 
According to this model, the perception process was activated by actual prices that 
consumers encountered. The organism component reflected the psychological processing 
of price cues and included the acquisition, encoding, and storage of price information, as 
well as the development of an attitude toward price and the integration of price with other 
information. Outputs or responses of the process were consumer behaviors such as 
purchase intentions. Therefore, purchase intentions did not solely depend on low price, 
but also on other information, such as customers’ ends. If services could not meet the 
customers’ ends, low prices did little in encouraging customers’ patronizing.  
 
It is assumed in means-end model that meeting customers’ needs plays a dominant role 
for customers in making buying choices (Gutman, 1982). Sheth et al. (1991) identified 
five consumption needs – “functional”, “social”, “emotional”, “epistemic” and 
“conditional” which could play an important role in consumer purchase and choice 
behavior. Any or all of the five values could be the contributor to market choice behavior 
but not all needed to be relevant in the context of a specific choice. Market choices had 
traditionally been thought to be mainly driven by functional value. However, nowadays it 
is believed that there are relative importance indexes for the five needs to a specific 
market choice. 
Thus, to some extent, the low prices policy neglects the point that customers make their 
choices not only based on actual prices, but also on their utility value based on different 
situations.  
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2.7.3 VALUE’S INFLUENCES 
It is generally supported that focusing on the customer value is one of the most successful 
competitive strategies in such a fiercely-competitive, demanding-customers and fast-
changing world market (e.g., Woodruff, 1997). The literature on competitive strategy 
upholds that the number of customers can be raised by delivering more customer value 
than the competition (Day and Wensley, 1988; Gale, 1994; Porter, 1985; Woodruff & 
Gardial, 1996). Furthermore, superior value of products/services served to customers 
contributes to customer loyalty, which is the main driver of companies’ success in terms 
of financial performance (Reichheld et al 2000, Heskett, et al. 1997, Reichheld 1994).  
 
The most popular model in the value literature is cost/benefit model. Value is defined as 
the trade-off between customers’ perceptions of benefits received and sacrifices incurred 
(e.g., Leszinski and Marn, 1997).  
Huber et al. (2001) argued that to evaluate the “perceived customer value” of a product, 
the costs of acquiring the perceived benefits were, most of the time, the primary concern 
of buyers, since consumers might apply principles of costs-benefits to evaluate the worth 
of a purchase (Zeithaml, 1988). The model suggested that the relevant costs in a purchase 
that mattered to customers include the following: monetary costs; time costs; search costs; 
learning costs; emotional costs; and, cognitive and physical effort coupled with financial, 
social, and psychological risks (e.g., Butz and Goodstein, 1996). Moreover, each group of 
these costs might play a part in purchase, possession, consumption, and maintenance. It is 
noted that customers do not treat low price as everything, since they will also take their 
access to information and past associations and so on into account when they determine 
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the customer value (Monroe, 1990). On the other hand, Monroe (1990) suggested that 
customers’ benefits included tangible and intangible attributes of the product/service 
offerings. Among all those benefits, quality was cited as the customers’ primary benefit 
(Monroe, 1990 and Gale, 1994). Notably, all of these costs, as well as the benefits, are 
from consumers’ perspectives. It is generally agreed in the literature that customer value 
is determined by customers’ perception not by suppliers’ assumptions or intentions 
(Belasco and Stayer, 1993; Anderson and Narus, 1998; Woodruff and Gardial, 1996; 
Zeithaml, 1988).  
 
In all, from the viewpoint of Cost-Benefit Model, if customers believe that the benefit 
they receive is more than the cost incurred by acquiring products or experiencing services, 
they will choose the responding products and services. 
 
 
2.8 CUSTOMER AND THEIR NEEDS TYPOLOGY 
2.8.1 KANO MODEL  
A generally accepted insight into categorizing customer needs and setting each service 
with weight is KANO model. KANO model is a tool to help in understanding customer 
requirements by categorizing the customer satisfaction into three fields (see Figure 2.3), 




Figure 2.3 KANO Model 
 
The KANO model suggests that there are three types of customer requirements as shown 
herein. Must-be requirements: It is usually taken for granted by customers. Customers 
will not get satisfaction from fulfillment of these requirements, but will be greatly 
dissatisfied if these requirements are not met. One-dimensional requirements: The better 
the product meets customer requirements, the more customers feel satisfied. Attractive 
requirements: Normally customers do not expect such services. Sometimes customers 
even do not know it. Therefore, when these requirements are not met, customer will not 
be dissatisfied. However, if they were met, customer would become especially contented. 
 
2.8.2 CUSTOMER TYPOLOGY 
In order to know customers better and serve them right to the target, it is necessary to 
categorize them into several segments (Reynolds & Beatty, 1999). According to 
Westbrook & Black (1985), it is theoretically the best way to classify customers by 
motivations, which are stimulated by activated needs.  
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Marketing experts find out that customers make purchase decisions on account of many 
criteria, including service quality, product quality and price (Johnson, 2003). However, 
companies cannot excel in all aspects; thus, they have to make trade-off on the basis of 
what they are doing and what they could do best, as well as weighing what criteria matter 
most to their customers. In the reality, some customers are price-sensitive. Their 
motivation for buying a certain product is that the price offered is 40% or even more off 
the normal price. Moreover, there are some customers called quality-sensitive. Their 
motivation is to buy something that really meets their expectations and up to high 
standards. The customers in-between are called economy-conscious customers. They are 
not that picky on quality, but still want to enjoy comfort. The differences among these 
three customer categories are on the basis of price elasticity and quality elasticity. Here, 
price/quality elasticity is a measure of responsiveness of some other variable to a change 
in price/quality. For example, if for a premium product/service, the quality decreases a bit 
but the price decreases a lot (not up to 40%), quality-sensitive customers may or may not 
buy this product/service since the quality might not satisfy their high standard. However, 
economy-sensitive customers most probably will buy since they want to enjoy the 
comfort at a “reasonable” price. On the other hand, price-sensitive customers will not 
make a purchase because this premium product/service might be still beyond their budget 
or unaffordable.  
 
In one of Vambery’s studies, he proposed three segments of customers in international air 
transportation (1976). The three distinct groups into which the airline industry markets 
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can be divided are the convenience-sensitive segment, economy-conscious segment, and 
price-sensitive segment. Customers whose concerns are primarily on airlines’ service, 
flight schedule convenience, the ready availability seats, on-board facilities, tickets 
change conveniences, belong to the convenience-sensitive segment. The convenience-
sensitive travelers may assign the highest priority to convenience and quality. They desire 
their needed seats of a certain class, want to enjoy their time on board, get connection or 
delay arrangement and even ask for relationship with airlines, as well as other passengers 
of the same social status. Corresponding to their needs, most of the customers belong to 
this category are those with high income, good occupation and in the upper class. Their 
orientation for quality or convenience is partly influenced by their life styles, partly by 
their reference groups and partly by their psychological needs such as self respect.  
 
Customers of the price-sensitive segment make their buying decisions primarily on the 
basis of price. They always have a tight budget and do not want to use a large portion of 
their budget on transportation fees.  Thus, this group is willing to make significant 
compromises on schedule convenience, departure and arrival time, ground service 
convenience and on-board services. As well, they are willing to put up with indirect 
routing. Furthermore, if there are conditions and requirements on the discounted fares, 
they still try their best to satisfy these conditions and requirements. According to 
Vambery (1976), the extreme people of this group would not choose to travel by air 
unless airlines provide services at substantially discounted fares (40% to 65%) as 
compared to the regular scheduled economy class air fares. The demographic 
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characteristics for this group of customers are low income, lower social status and 
“coolie” occupation.  
 
The rising economy-conscious customers are believed to be from the convenience-
sensitive group and the price-conscious group. In the convenience-sensitive segment of 
the airline market, a spectrum that ranges from complete convenience and no price 
sensitivity to convenience sensitivity together with significant degree of price sensitivity 
is called economy-conscious group. These economy-conscious customers are to some 
extent price sensitive, but there is a condition that their quality or convenience needs 
override considerations of potential savings in airfares. Another portion of economy-
conscious customers comes to stage when people already make a decision to travel but 
have not yet determined the destination or length of stay. Departure/arrival time, date of 
return, and number of stopovers are not all fixed but flexible to some other influences, e.g. 
air ticket discounts.  
 
2.9 GAP AND RESEARCH QUESTIONS 
According to previous literatures, it is found that consumers will make their buying 
decisions based on the perceived product/service quality, perceived price, or the 
combination of both quality and price. Many papers have investigated the relationship 
between product/service quality and purchase intentions (e.g. Zeithaml et al., 1996), 
perceived price and purchase intentions (e.g. Kotler, 2000), as well as perceived customer 
value and purchase intentions (e.g. Woodruff and Gardial, 1996). However, to our 
knowledge, there is no paper dealing with the issue that if customers encounter the 
situation when they can make a choice among high service quality with high prices, low 
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prices with no frills, and economical price with a certain degree of service quality, what 
their preferences are.  
 
In the real world, there is a fitting example, which is the airline industry. There are three 
categories of airlines. One is Flag Airline (FA) which is also called Full Service Carrier 
(FSC). FA offers superior services which include high-tech communication equipments 
and entertainment facilities. However, FA’s airfares are so high that many potential 
customers are blocked out from the air travel. In spite of that, FA is still ideal for quality-
conscious customers. Another is Economical Airline (EA). EA always serves customers 
with services that they think necessary and valuable to customers. For example, on short 
distance trips, there may be no entertainment facilities on board; however, for long 
distance trips, the facilities are equipped to help customers kill time. Thus, EA fares are 
not that high and affordable by more people. The last one is Budget Airline (BA). BA is 
famous for its no frills. Its aim is to enable everyone to fly and it targets at price-
conscious customers. Recently, with the fast development, BA is planning to enter 
markets that once were dominated by FA and EA.  
 
Table 2.2 Comparison between no-frills airlines and flag airlines  









No drinks; no foods; no 
towels; no newspapers, 
magazines; no pillows, 
blankets; no head 
phones; no movies and 
souvenirs; no attractive 
attendants; no shades 
for windows; no 
reclining seats; no seat 
pockets; no cotton 
Champagne, wine, espresso and café latte; highly 
personalized flexi-dining service, premium chilled 
malossal caviar, extra virgin olive oil, kyo-kaiseki 
meal; sockettes and eyeshades (for Japanese, slippers 
available as alternatives to sockettes); Gilvenchy-
designed sleeper suits and Bvlgari toiletry kits 
(including eye mask, lip balm, shaving supplies, 
body lotion and perfume); reclining seats and down-
filled mattress, duvet, large pillow; movies; 
headphones; stationary drawer and writing materials; 
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headrests; no trash 
bags. 





No VIP lounge; no 
connection bus; far-
away gate; secondary 
and off-center airport 
VIP lounge; cooperation with foreign airlines on 
connection; primary and near-center airport 
 
Others 
No children fees; no 
paper tickets; no fancy 
airline offices; not new 
type crafts.  
Segmentation prices; paper tickets; fancy airline 




As far as we know, there is only one paper dealing with consumer’s choices of airlines 
(Narodick, 1972). But at that time, the prices of U.S. airlines were regulated by the 
Federal Government through the Civil Aeronautics Board, so all airlines adopted the 
same fares. Thus, airlines’ only way to motivate the consumers’ preference was through 
the advertisement by showing their better schedules, wider seats, more friendly 
stewardesses, tastier food and so on, in other words, service/product quality. Therefore, 
Narodic did not investigate the motives of prices and others related to prices. 
Therefore, our first research question is as follows: 
z Among high service/product quality together with premium prices, customer 
value which is balancing between quality and prices, and low prices together with 
low quality of product/service, which will attract customers more? 
 
Nationality, Income and Gender are long believed to be the factors that influence 
purchase intentions. Thus, it is reasonable to believe that they can place an impact on 
customers’ choices among FA, EA and BA. With regard to airline industry, there is 
another source of influence on customers’ choices which is the purpose of the trip. It is 
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generally accepted that there are three purposes of trips – business, leisure and visiting 
relatives. There is less focus on the purpose of the trip when dealing with consumer 
behavior, but still a few papers working on it (Chiang, et al., 2003; Luo et al., 2004). 
Chiang et al. (2003) found that in the air transport market, the purpose of the trip was 
under consideration when the passengers chose airlines. Therefore, another research 
question is as follows:  
z Do differences between categories of nationality, income, gender and the purpose 
of trip contribute substantially to customers’ preference on high service & 




FORMULATION OF HYPOTHESES 
In this chapter, we construct some hypotheses which could provide answers for the 
research questions raised in the previous chapter. First, we will present hypotheses on 
cultural factors, personal factors, and airline-context factors which may affect customers’ 
choice of airlines. Then we will illustrate the ideas in a summarizing figure (Figure 3.1).  
 
3.1 FACTORS AFFECTING THE CONSUMER DECISION MAKING 
Previous literatures show that there are some factors which could throw impacts on 
customers’ buying behaviors, such as nationality, income, gender and so on. Moreover, 
because of airline industry’s particular background settings, there is another factor, the 
purpose of the travel that can influence customers’ choice as well.  
 
NATIONALITY 
People from different countries exhibit a lot of differences in their behavior due to the 
differences in value, education backgrounds, living standards, attitudes and beliefs. By 
comparing European passengers and U.S. counterparts, Sultan and Simpson (2000) found 
that European passengers always had higher expectations, and after experiencing the 
same service quality, they would not recognize the same quality level as U.S. passengers 
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but lower. Additionally, in Strauss & Mang’s (1999) study, cultural shock came to light 
after they investigated into Japanese, American and German passengers. Cultural shock 
took place when culture-dependent expectations were not satisfied. Thus, it is further 
verified that nationality has a significant impact on passengers’ choices of airlines. 
However, it does not mean that it is one hundred percent sure culture differences place 
influences on customers’ choices among FA, EA and BA. Because there are still some 
researches argued that there were no significant differences based on nationality (Hussein 
A. Hassan Al-Tamimi and Abdullah Al-Amiri, 2003). Therefore, there is still a need to 
test whether there are significant differences in airline choices of passengers from 
different countries. 
The hypotheses put forward are as follows: 
 
H1a:  Singaporeans, compared to Chinese, Malaysians, and Indians, are more high-
service/product-quality purchase- intentional. 
H1b:  Chinese, compared to Singaporeans, Malaysians, and Indians, are more 
customer-value purchase-intentional. 




People of different income levels hold different life styles, and their consuming 
conceptions. Generally speaking, people with higher income will be willing to pay more 
for high quality service and avoid low standard service; while people with lower income 
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would accept low service quality. This is equivalent to the marginal propensity to spend 
as dealt in microeconomics. Furthermore, income is one of the reflections of social status 
(Kotler, 2000). Different social classes show distinct product and brand preferences. As 
well, within the same social class, there is always pursuit for the conformity of their 
buying behaviors. Therefore, in many previous research works, it is supported that 
income should be viewed as an indicator for different choices of products/services.  
The hypotheses put forward are: 
 
H2a:  High-income people, compared to low- and medium-income people, are more 
high-service/product quality purchase-intentional. 
H2b:  Low-income people, compared to high- and medium-income people, are more 
low-prices purchase-intentional. 




The influence of gender is kind of a contentious issue. It is believed that there must be 
some relationship between preferences in service/products and sex (Sultan and Simpson, 
2004; Chiu, 2002). Marquis (2004) suggested that “gender differences were observed in 
terms of eating environment, social motivations to select foods and use of specific 
persuasive strategies”. Furthermore, Luo et al. (2004) found that sex played an important 
role in tourists’ choices of information sources, together with the trip outcomes of 
accommodation types and expenditure. Additionally, Shoham & Brencic (2003) 
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confirmed that gender affected customers’ compulsive buying behavior. However, 
Demirdjian & Senguder (2002) challenged the popular idea and recommended that the 
perception of service quality, which would resulted in different buying behavior, did not 
differ by gender. Additionally, after using multiple-choice tests and short-answer tests, 
Bacon (2003) found out that there was no gender effect on consumer behavior. Thus, it 
can not be taken for granted that gender has or does not have significant influences on 
consumer behavior, and hypothesis tests are needed. 
The hypotheses put forward are: 
 
H3a:  Women are more likely to be customer-value purchase-intentional. 
H3b:  Men are more likely to be high-service/product-quality purchase-intentional. 
 
FLYING SITUATIONS 
In different situation, the same customer with the same purposes or goals may not buy the 
same products with the same attributes or attribute performances. This is because the 
usage situation would modify the importance of the consequences, giving a different set 
of relevant consequences and attaching different priority to consequences for that 
consumption situation. After a comprehensive literature review, we found only one study 
deals with the flying situations in the context of airline industry. Chiang et al. (2003) 
proposed that the flying situation was a significant affecting factor in choosing airlines. It 
seems to be obvious that the flying situation plays a significant role in consumer behavior 
since it is correlated with income, social status, and gender and so on. For example, 
Narodick (1972) concluded that the majority of men travel for business while the 
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majority of women travel for pleasure. Thus, the flying situation should be considered in 
the study. 
  In accordance to the above, the hypotheses put forward are as follows: 
 
H4a:  On long distance business trip, people are more likely to choose high 
service/product quality, rather than low prices and value. 
H4b:  On short distance business trip, people are more likely to choose value, rather 
than low prices and high service-product quality. 
H4c:  On long distance visiting relative trip, people are more likely to choose high 
service-product quality, rather than low prices and value. 
H4d:  On short distance visiting relative trip, people are more likely to choose value, 
rather than low prices and high service-product quality. 
H4e:  On long distance leisure trip, people are more likely to choose value, rather 
than low prices and high service-product quality. 
H4f:  On short distance leisure trip, people are more likely to choose low prices, 










As shown in Figure 3.1, four groups of hypotheses have been developed. The first group 
of hypotheses is related to nationality. It is supposed that Chinese are value-conscious 
customers while Singaporeans are quality-conscious customers. Because less developed, 
Indians are thought to be price-conscious. The second group is about income. It is 
believed that the higher income the customer get, the more likely, he or she is quality-
conscious. On the other hand, the lower income the customers get, the more likely, he or 
she is price-conscious. The third group deals with gender. Women are all along believed 
to be more value- and price-conscious than men. The last group refers to the airline 
industry specific factor – flying situations. From the real world, it is thought that on long 
distance trips, customers are more quality-conscious, while on short distance trips, 
customers are more value-conscious or price-conscious.  
 
H4a, H4b, H4c 
H3a, H3b 
H2a, H2b, H2c 




high service & 
product quality, 









RESEARCH METHODOLOGY DEVELOPMENT 
4.1 INTRODUCTION 
This research tries to find out which one will motivate customers’ purchase intentions 
more, high service & product quality, customer value or low prices in the context of 
airline industry, as well as the factors that influence their choices. Moreover, we try to 
throw some light on how quality-conscious, value-conscious and price-conscious 
customers distribute across nationality, income level, and gender and so on. In this 
chapter, first we will describe the questionnaire structure and questionnaire translation. 
Later, we will introduce two groups of dependent variables which are used to determine 
the willingness point of choosing one type of airlines and the category the customer 
belong to. Finally, we will explain who our targeted surveyees are and how we conducted 
the survey.  
 
4.2 QUESTIONNAIRE DESIGN METHODOLOGY 
According to Internet Center for Management and Business Administration, conjoint 
analysis is a research tool that can be used to measure the trade-offs people make in 
choosing between products and service providers. It is also used to predict their choices 
for the future products and services. Conjoint analysis assumes that a product or service 
can be decomposed into several component attributes, which is held true in airline 
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industry. In a research of airlines services (Gilbert & Wong., 2002), Gilbert et al. 
modified dimensions of service quality presented by Parasuraman et al. (1985, 1988) to 
fit in with the airline industry. They suggested Assurance, Reliability, Responsiveness, 
Flight patterns, Employees, Facilities and Customization to be dimensions in the airline 
industry. Furthermore, it is based on the assumption that the preference for a product or 
service and the likelihood to purchase is proportional to the utility customers gain from 
the product or service.  
 
Conjoint analysis is fit for the research problem here which is to ask customers to 
evaluate the different combinations of airline services, thus, making their decision on 
which type of airlines they prefer, FA, EA or BA.  
 
Furthermore, according to Smith & Albaum (2005), there is a need to present the same 
questions in a different format two or more than two times, so as to verify whether 
customers answer questionnaires honestly or seriously. Thus, in our questionnaires, after 
we ask surveyees to give the willingness in choosing a specific type of airlines in a 
specific flying situation, we investigate into how willing they are to remove some frills 
from the airline services to get lower prices. With these two sources, we can know the 
category a respondent belongs to. 
 
As for scales, part 2 is based on Likert scale of 7 levels to measure how satisfied a 
customer is with a specific type of airlines: delighted, pleased, mostly satisfied, mixed, 
mostly dissatisfied, unhappy and terrible (Smith & Albaum, 2005), and part 3 is based on 
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Likert scale of five levels: definitely will buy, probably will buy, might/might not buy, 
probably will not buy, and definitely will not buy to measure a customer’s purchase 
intention (Whitlark et al., 1993). However, there is a “neutral” central tendency problem 
for Likert scale. In order to avoid the error, questionnaires are designed on a scale of 1-8 
or 1-4.  
 
Finally, in order to avoid surveyees’ reluctance to the questionnaires at the very 
beginning, we put some sensitive questions at the end of the questionnaires. Smith & 
Albaum (2005) suggested this is a good way to get a more valuable and real data from 
unknown surveyees.  
  
4.3 QUESTIONNAIRE STRUCTURE 
The questionnaires consists of four parts (refer to Appendix A). The first part of our 
questionnaires is to provide some information to surveyees on what FA, EA and BA are 
like, in case that our intended surveyees are not familiar with these three terms or images 
of these three types of airlines. The second part of the questionnaires is designed to 
survey customers’ willingness (from 1 to 8), in other words, preference scores in 
choosing each type of airlines in each flying situation, long distance business trip or short 
distance business trip or long distance visiting relative trip or short distance visiting 
relative trip or long distance leisure trip or short distance trip. Only asking respondents 
which one they prefer cannot reflect the reality best, since customers could make their 
choices, for example, on account of the distance or purpose of the flight. Part 3 of the 
questionnaires asks respondents if airlines could offer them lower air fares, which is the 
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level of willingness (from 1 to 4) to give up each of services which are seen nowadays as 
frills. In the last part, some particular information of surveyees is enquired, e.g. 
nationality, gender, income.  
 
4.4 QUESTIONNAIRE TRANSLATION 
Since our targeted survey population is people from four countries, China, Singapore, 
Malaysia and Indian. Thus, we prepared two versions of questionnaires in Mandarin and 
English.  
 
In this study, two-way translation (Cristiano, et al., 2000) are planned to be used to attain 
all the versions of the questionnaire. In order to achieve the replication, we ask MBA 




In this study, we are interested in finding out which type of airlines customers prefer and 
which category of customer type the respondent belongs to. Thus, there are two 
dependent variables to define.  
 
4.5.1 CATEGORY OF CUSTOMER TYPE 
For the first question, we obtained the measure of willingness in choosing each type of 
airlines in each situation by the following equation, 
1 1 48ik ijk
j
Y x= ÷∑  
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where 1ikY  is the measure of willingness of the i
th respondent in choosing the kth type of 
airlines in all the situations. 1ijkx represents the i
th respondent in choosing the kth type of 
airlines in the jth situations In addition, 48 is the product of number of flying situations (6) 
and the range of the scale (8). 
 
For the second question, we obtained the measure of willingness in choosing each type of 
airlines in each situation by the following equation: 
2 2 18ik imk
m
Y x= ÷∑  
Where 2ikY  is the measure of willingness of i
th respondent in choosing kth type of airlines. 
2imkx  represents the number of services the i
th respondent choose to remove, do not care 
or do no remove when he or she is offered lower prices. Additionally, 18 is the number of 
listed frills. 
 
By adding 1ikY  and 2ikY  together, we get ikY  which will be the preference score used to 
categorize the ith respondent himself or herself to be a quality-, value- or price-conscious 
customer. 
 
Thus, according to ( )i ikCgr Max Y= , if ikY  of FA is the largest number, then the ith 
respondent is a quality-conscious customer; if ikY  of EA is the largest number, then the i
th 
respondent is a value-conscious customer; else if ikY  of BA is the largest number, then 
the ith respondent is a price-conscious customer. 
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One example was given as follows.  
First Question FA EA BA 
Long Biz 6 5 3
Short Biz 5 5 6
Long Visiting 6 6 3
Short Visiting 5 7 6
Long Leisure 6 6 6
Short Leisure 7 7 8
 
11 (6 5 6 5 6 7) / 6 / 8 0.73iY = + + + + + =  
21 (5 5 6 7 6 7) / 6 / 8 0.75iY = + + + + + =  
31 (3 6 3 6 6 8) / 6 / 8 0.67iY = + + + + + =  
 
Second Question  
Point: 4 S13,  
Point: 3 S4, S5, S6, S7, S10, S14, S15, S17 
Point: 2 S1*, S3, S8, S9, S11, S12, S18 
Point: 1 S2, S16 
*S1 means the first service mentioned in the second question in the questionnaire. 
 
12 1/18 0.06iY = =  
22 (8 7) / 2 /18 0.42iY = + =  
32 2 /18 0.11iY = =  
Then 1iY  is 0.785, 2iY  is 1.167, 3iY is 0.778. Since the maximum value is 2iY , then this 





4.5.2 WILLINGNESS IN EACH TYPE OF AIRLINES 
To calculate the measure of willingness in choosing each type of airlines, we use the 
following equation: 
3 1 / 6k ijk
i j
Y x n=∑∑  
Where 3kY  is the measure of willingness in choosing the k
th type of airlines, and n is the 
number of respondents. 
 
On the other hand, for the analysis of customers’ purchase intention based on nationality, 
income, gender or flying situations, the changes to the formula occur only in the range of 
i,j,k. 
 
4.6 TARGETED POPULATION AND SURVEY IMPLEMENTATION 
The survey was conducted in Changi International Airport of Singapore, a well-known 
international air travel hub that is ranked fourth in the passenger flow volume in the Asia. 
It is estimated that everyday the airport sees 80,000 passengers. Because of this, we chose 
Changi International Airport as the site for survey conducting. Moreover, only the 
departure halls were chosen to conduct the survey in order to ensure the quality of the 
answers as well as the response rate, since people in the departure halls were more likely 
to wait and seek to kill time. Furthermore, since we needed data for different income 
groups and nationalities, Terminal 1 and Terminal 2 were both selected as survey 
conducting sites, considering that in Terminal 1 there were more Flag Airlines service 
counters than in Terminal 2. It should be noticed that since the survey was conducted in 
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the airport, the views of potential customers who currently could not afford the flight but 
under Budget Airlines marketing strategy were not fully represented.  
 
There are four people in the survey team all of whom were familiar with this research 
topic and airlines service. Two of them were in charge of Terminal 1 while the other two 
were responsible for the Terminal 2 survey. Team members focused on those potential 
respondents who were sitting beside luggage but not busy with something, or those who 
were enjoying their coffee/bread in the airport restaurant. These kinds of passengers are 
more likely to be patient and serious with the questionnaire as well.  
 
Team people accompanied respondents while they were completing questionnaires 
themselves. The team would produce the matric cards which could verify the identity of 
NUS students first and then explain the purpose of this survey. As well, respondents 
would be ensured that the team would not disclose any information in the questionnaire 
but only for research analysis. In order not to make respondents nervous, team people 
should not stare at questionnaires or respondents. If respondents had any enquires or 
problems, upon the request of respondents, team people would explain in details to them 
to ensure that they understand the questions fully. After respondents finished the 
questionnaires, team people quickly scanned the paper to see whether there was any 
missing information and required respondents to provide complete information. If 
respondents were reluctant to provide some sensitive answers such as income range, the 
team would assure them of the confidentiality by letting themselves to insert the 
questionnaire into a sealed box after filling in. 
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Based on the idea of Sheth et al. (1991), there is a need to have at least 100 respondents 
for each type of airlines to be examined. After several days of surveying, 300 forms were 
collected and of which 207 were fully completed and usable. The reasons why data 
collecting in airport was so difficult are as follows. Firstly, Changi Airport does not 
cooperate with individuals who are not employed by the airport on surveys due to its 
regulation as well as the intellectual property issue. Secondly, airport is a place of high 
security. It is infeasible to form a big team to conduct the survey. Thirdly, most of people 
in the airport have to pay attention to the announcement for the schedules. Therefore, 
they do not feel like being disturbed. Although the number of respondents in the sample 
does not live up to the minimum requirements, it still could shed some light over this 
research topic. 
 
4.7 ANALYSIS METHODOLOGY 
McDonald et al. (2002) recommended that researchers should use MANOVA on 
condition that sample sizes are smaller, measures are relatively reliable and the interest 
lies in whether the vectors of means on multiple dependent variables are equal as a 
function of the independent variables. In our research, since we only collected 300 forms, 
the sample size is relatively small. Furthermore, the whole surveying process assured the 
measures are reliable. Finally, what the research interested first is that whether those 
affecting factors could place a significant influence on customers’ choice of airlines, no 
matter whether they choose FA, EA or BA. Therefore, it is reasonable to use MANOVA 
as the methodology for the analysis of factors’ effects.  
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There are basically three critical assumptions for MANOVA and ANOVA.  
• Independence: the assumption requires the dependent measures for each 
respondent to be totally uncorrelated with the responses from other respondents in 
the sample.  
• Equality of variance-covariance matrices (MANOVA) and equality of 
variance (ANOVA): the assumption assumes that samples from the same 
population so they can be reasonably pooled together to make an error term. The 
use of a more stringent criterion (Pillai’s criteria instead of wilk’s) can ensure a 
robust statistical test.   
• Normal Distribution: calculations can be derived no matter what the 
distributions are. Normality is only needed for statistical inference. Especially, if 
there are at least twenty cases in the smallest cell, the test is robust to violations of 
multivariate normality even when there is unequal n. 
 
4.7.1 MANOVA 
Multivariate analysis (MANOVA) is used when there is more than one response and it 
provides the way to analyze the effect of each treatment on a linear combination of the 
responses. According to Tabachnick & Fidell (1996), the linear combination of the 
dependent variables is formed to maximize the difference among the levels of a treatment. 
To be specific, MANOVA tests whether mean differences among groups on a 
combination of responses are likely to have occurred by chance (Tabachnick and Fidell, 
1996). 
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There are three basic variations of MANOVA: 
• Hotelling's T: This is the MANOVA analogue of the two group T-test situation; 
in other words, one dichotomous independent variable, and multiple dependent 
variables.  
• One-Way MANOVA: This is the MANOVA analogue of the one-way F 
situation; in other words, one multi-level nominal independent variable, and 
multiple dependent variables.  
• Factorial MANOVA: This is the MANOVA analogue of the factorial ANOVA 
design; in other words, multiple nominal independent variables, and multiple 
dependent variables. 
Figure 4.1 illustrates how Hotelling’s T, which is the simplest MANOVA, works. The 
discriminant weights of this composite (d1 and d2) are mathematically derived to make 
sure of the maximum F Ratio value, if the weights are used to calculate a composite score 
for each participant. In essence, this minimizes the within-group variance and maximizes 
the between-group variance. The new linear combination can be plotted against y1 and y2 
to examine whether the univariate frequency distributions of the groups’ overlap are 
minimized. Hotelling's T test is basically checking whether the differences between the 
centroids are significantly different on the composite dimension. The statistic is 
distributed as an F, with q and n1+n2-q-1 degrees of freedom, where q is the number of 
dependent variables, n1 is the number of the observations of group 1 and n2 is the 
number of observations of group 2. 
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Figure 4.1 Hotelling’s T (Simplest MANOVA) 
 
Factorial MANOVA is what the research used in the study. Participants are nested under 
multiple treatment combinations (multiple independent variables) and are measured using 
several continuous dependent variables. It maintains the advantages that factorial designs 
have over simple one-way designs (i.e. interaction information) and it can form 
composite dimensions specific to each effect in the design which optimally separate the 
groups being evaluated for each effect. In other words, factorial MANOVA involves the 
calculation of several sets of composite variables and each set is specific to a particular 
effect. 
For factorial MANOVA, the total number of uncorrelated linear combinations of all 
dependent variables for each effect is equal to the smaller of the number of degrees of 
freedom for that effect (Number of cells minus one) or the number of dependent variables. 






For example, in an m*n design with l dependent variables, the following effects can be 
tested:  
• The A Effect: Since there are m levels of A (dfA = m-1), a maximum of (m-1) 
independent linear composite dimensions (like those in Hotelling's T) can be 
formed. Moreover, Lambda can be calculated to evaluate whether these two 
dimensions as a set significantly discriminate the A groups. 
• The B Effect: By the same logic as above, there are a total of (n-1) linear 
combinations. By the same token, Lambda can determine whether the B groups 
differ significantly on all (n-1) dimensions. 
• The AB Interaction: Since the degrees of freedom for the interaction equals (m-
1)*(n-1), there are (m-1)*(n-1) independent composite dimensions on which 
Lambda can be used to determine on significant interactions. 
 
There are several reasons for using MANOVA other than separate ANOVA. First, as it is 
frequently cited, the dependent variables will be correlated with each other; thus, the 
findings from separate ANOVA's will be redundant and difficult to integrate. Second, the 
overall Type I error rates become high. McDonald (2002) gave an example to showcase 
the serious problem. The experimentwise Type I error rate for a situation with four 
independent outcome variables, each with a comparison alpha level of 0.05, is 0.18. 




Univariate tests for a specific effect across the multiple ANOVAs are examined only if a 
multivariate effect is statistically significant. Moreover, interpretation of results from 
MANOVA is usually based on the results from the multiple ANOVAs (Huberty & 
Morris, 1989). Before conducting ANOVA, there is an assumption that the correlations 
between responses are not significant.  
 
Correlation Analysis 
A simple two-variable correlation refers to the strength and direction of the relationship 
between the two variables. The values of the correlation coefficient may range from -1 to 
+1. -1 indicates perfect negative linear correlation while +1 indicates perfect positive 
linear correlation. Other correlation coefficient between zero and the extreme values may 
appear to be curvilinear or even random plots (Smith & Albaum, 2005).  
 
The correlation analysis is to determine how correlated between the two variables by 
measuring the degree of linear association (correlation). The Pearson correlation 
coefficient is frequently used for this objective and is defined as 
1
1 n i i
XY
i Y X




− −= ∑  
Where n pairs of ( iX , iY ) values provide a sample size n, and X ，Y ， XS ，and 




Analysis of variance (ANOVA) is a logical extension of the independent group t-test 
methodology (Smith & Albaum, 2005). Instead of testing differences between two group 
means, ANOVA tests the overall difference in m group means, where the m is the 
number of levels of a treatment. More specifically, ANOVA is used to test the statistical 
significance of differences in mean responses given one or more treatment effects. 
 
The basic idea of ANOVA is to compare the between-treatment-groups sum of squares 
(after dividing by degrees of freedom to get a mean square) with the within-treatment-
group sum of squares (also divided by the appropriate number of degrees of freedom). 
The result, F statistic, indicates whether the effect produced by a certain treatment is 
statistically significant or not. Conceptually,  
Sampling variance+Variance due to effect of treatment
Sampling variance
F =  
 
1. Between-treatment sum of squares: the means of the factor levels are computed, 
followed by the deviation of the factor level means from the overall mean, weighted 
by the number of observations [ 2( )jn X X− ] 
2. Within-treatment sum of squares: the means of the factor levels are computed, 
followed by the deviation of the observations within each factor level from that factor 
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The larger the ratio of between-treatment sum of squares to within-treatment sum of 
squares, the more we are inclined to believe that the treatment’s effect places a significant 
influence on the responses. On the other hand, if the between-samples sum of squares is 
close to zero, then the population means are the same. 
 
4.8 CONCLUSION 
This chapter explained the process of constructing the questionnaires. In addition to that, 
the way of carrying out the survey was also introduced. The most important thing in this 
chapter was the way of measuring the dependent variables which would be used to verify 













ANALYSIS OF RESULTS  
5.1 INTRODUCTION 
This chapter focuses on the results drawn from the questionnaire data. First, we will 
present some preliminary analysis of the respondents, their nationality, income and 
gender. After that, we will show some descriptive results. At last, we will go further into 
MANOVA and ANOVA analysis, together with comparison analysis to research into 
how factors influence customers’ choice of type of airlines. 
 
5.2 PRELIMINARY ANALYSIS 
5.2.1 NATIONALITY OF RESPONDENTS 
The survey targeted at only four nationalities which were Chinese, Singaporean, 
Malaysian and Indian. In the survey, we distributed the questionnaire to the people who 
had the features of appearance from these four countries. In order to be polite and not 
offending, we did not ask people about their nationality before they filled in the 
questionnaire. Thus, there were some cases that although they looked like people from 
these four countries, they actually came from other countries. Figure 5.1 presents a 
summary of the nationalities of the respondents. It is clear that the largest group of 
respondents is from these four countries (77.3%). Additionally, because the place we 
conducted the questionnaires was in Singapore, Singaporeans take up 43.75% of the 
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whole analyzed population. In later analysis, if it is not specified, the data are those 















singaporean chinese Malaysian Indian others
 
Figure 5.1 Nationality Summary Chart 
 
5.2.2 INCOME DISTRIBUTION OF RESPONDENTS 
The survey targeted at all levels of income groups. According to Singapore Department 
of Statistics, conventionally, the lower-income class generally refers to households in the 
bottom 20 percent, the middle-income class to those in the middle 60 percent and the 
higher-income class to those in the top 20 percent. Then based on the data from 
Singapore Department of Statistics, the categories of three income groups in 2000 should 
be Below S$1,999, S$2,000-6,999 and S$7,000 and above. However, for airlines, the 
situation is different. For a long time, traveling by air has been seen as enjoyment and the 
prices are not low enough for this categorized lower-income people. In fact, in the testing 
stage of the questionnaire, there was as few as 1 out of 100 who could be categorized into 
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lower-income people according to the above method. Thus, the paper tried to ease the 
restrictions of lower-income people, by categorizing Below S$3,999 to be the lower-
income people and S$4,000-6,999 to be middle-income people.  
 
Figure 5.2 presents the number of people belonging to each income category. It is clear 
the number of lower-income respondents is 81, which is almost the sum of middle-
income and higher-income respondents. It is reasonable since according to the data from 
Singapore Department of Statistics on household monthly income in 2000, the percentage 
of people whose household monthly income below S$3,999 is 54.4%, almost the same as 


















Figure 5.2 Income Chart 
 
5.2.3 GENDER OF RESPONDENTS 
Figure 5.3 presents the number of females and males in the collected data. There are 75 
female respondents and 85 female respondents. It is clear that the numbers of female and 
male respondents are almost the same, although there is a slight difference of 10. The 
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Figure 5.3 Gender Chart 
 
5.3 DESCRIPTIVE RESULTS 
5.3.1 CUSTOMERS’ CHOICE AMONG QUALITY, VALUE AND PRICE 
Figure 5.4 illustrates the result in our survey for the number of quality-, value- and price-
conscious customers. The figure shows that most of customers are value-conscious 
customers (no = 87), which means they are more willing to take EA and do not want to 
sacrifice the service quality of airlines for lower prices. In addition to value-conscious 



































Figure 5.4 Categories of customers 
 
Table 5.1 illustrates the results of how willing customers are to take FA, EA and BA 
respectively by using the means of preference points customers assigned to FA, EA and 
BA in different flying situations in the first question of the questionnaire. It is shown that 
EA is the most attractive type among the three, with a mean of preference points 5.66 and 
a standard deviation 1.13. Following is FA (Mean = 4.75 and Std. Deviation = 1.5). It 
seems that different from the real situation that BA business has snatched a big share of 
the airline market, from the questionnaire BA is the least attractive one for overall 
respondents, with a mean of preference points of only 4.11 and a standard deviation of 
1.65.   
 
Table 5.1 Choice among FA, EA and BA 
 Mean (n = 160) Std. Deviation 
Flag Airlines 4.75 1.50 
Economical Airlines 5.66 1.13 
Budget Airlines 4.11 1.65 
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5.3.2 NATIONALITY’S INFLUENCE ON CUSTOMERS’ PREFERENCE    
In this research, we have tried to throw a light on the purchase intention for the four 
countries of China, Singapore, Malaysian and Indian. From Figure 5.5, it is clear that 
Chinese, Singaporean and Indian customers are value-conscious with value-conscious-
customer number of 29 (additionally, 4 quality-conscious and 9 price-conscious), 35 
(additionally, 25 quality-conscious and 10 price-conscious) and 14 (additionally, 5 
quality-conscious and 2 price-conscious) respectively. On the other hand, Malaysians are 
more quality-conscious with 18 quality-conscious, 9 value-conscious and 0 price-
conscious customers respectively. Moreover, Chinese (with 69% of value-conscious 
customers) consist of more value-conscious customers compared to Indian (67%), 
Singapore (50%) and Malaysian (33.3%). Similarly, Chinese (with 21.4% of price-
conscious customers) consist of more price-conscious customers compared to Singapore 
(14.3%) and Indian (9.5%). Finally, Singaporeans (with 35.7% of quality-conscious 


































































































Figure 5.5 Categories of customers from four countries 
 
Table 5.2 describes the result of the degree of willingness of customers to take FA, EA 
and BA in China, Singapore, Malaysia and India respectively. It is shown that EA is 
preferred by Chinese (Mean = 6.06), Singaporeans (Mean = 5.51) and Indians (Mean 
=5.71), while Malaysians prefer FA with a mean of 5.34. Moreover, Chinese seem to be 
the only one who like BA (Mean = 4.72) more than FA (Mean = 3.75).    
 









Mean  3.75 5.05 5.34 5.03  
FA Std. Deviation 2.54 1.93 2.09 2.75 
Mean  6.06 5.51 5.40 5.71  
EA Std. Deviation 2.05 1.59 1.75 1.39 
Mean 4.72 4.24 3.16 3.71  

















Figure 5.6 Customers’ preference on Airlines based on nationalities 
 
5.3.3 GENDER’S INFLUENCE ON CUSTOMERS’ PREFERENCE 
Figure 5.7 shows the distribution of quality-conscious, value-conscious and price-
conscious customers based on gender. It is obvious that female customers are more value-
conscious since there is a sharp contrast between the number of female value-conscious 
customers (47) and that of quality-conscious customers (18), price-conscious customers 
(10). Moreover, although male customers do not differentiate too much between quality 
(34 customers) and value (40 customers), they are not price-conscious as male price-























































Figure 5.7 Categories of customers based on gender 
 
5.3.4 INCOME’S INFLUENCE ON CUSTOMERS’ PREFERENCE 
Table 5.3 gives us a big picture of how people of different income group make their 
choice among FA, EA and BA. The pattern is that the more income, the higher 
willingness point people assign to FA. People of income group 3 assign 5.75 while those 
of income group 2 and 1 assign only 4.83 and 4.27 respectively. Moreover, people from 
income group 2 are most probably to choose EA (mean = 5.94) compared to the other 
two income groups, although it seems that the other two income groups also show great 
interest in EA (income group 3 got 5.60 and income group 1 got 5.54). Meanwhile, all 
three income groups are not keen on BA, since the willingness points are all below 4.6 
which are 4.53, 4.26 and 3.32 for income group 2, 1, 3 respectively. There is another 
finding worth mentioning that income group 3 gives the lowest willingness point to BA 
(3.32) among all the combinations of airlines and income groups.  
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Table 5.3 Choice among FA, EA and BA based on income 






Mean 4.27 4.83 5.75  
FA Std. Deviation 2.23 1.22 1.02 
Mean 5.54 5.94 5.60  
EA Std. Deviation 1.64 1.20 1.32 
Mean 4.26 4.53 3.32  


















Figure 5.8 Customers’ preference on Airlines based on income 
 
Figure 5.9 describes the distribution of quality-conscious, value-conscious and price-
conscious customers based on income. It is clear that income group 1 is more value-
conscious than income group 2, since there is 70.4% of customers in income group 1 who 
are value-conscious customers, compared to 52.4% of income group 2. On the other hand, 
income group 3 is the only one who is quality-conscious, with 70.3% pursuing 
service/product quality. Furthermore, there is an interesting finding that no matter in 
which income groups, price-conscious customers are not the mainstream, with 1.2% in 


















































































Figure 5.9 Categories of customers based on income 
 
5.3.5 FLYING SITUATION’S INFLUENCE ON CUSTOMERS’ PREFERENCE 
A statistical summary of customers’ choices among the three types of airlines is tabulated 
in Table 5.4. On long distance business trip, FA is no doubt the best choice of passengers, 
as it gets 6.22 out of 8 over the preference measure. Moreover, EA gets 5.17, not much 
lower compared to FA. However, the t-test demonstrates that there is a significant 
difference between FA and EA (t = 5.87>1.96), which means on long distance business 
trip, passengers would most probably choose FA. It is evident that the advantage of low 
price of BA has no effect on this type of trip, since it only gets 2.54 out of 8 in customers’ 
willingness point. As for short distance business trip, EA becomes the favorite. Through 
t-test, there is a significant difference between EA and BA (t = 5.13>1.96). On this type 
of trip, EA takes advantage of the other two; however, the score itself is not very high, 
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just 5.576 out of 8 and that of BA approaches 5. Furthermore, although BA’s preference 
point is a little bit higher than FA’s (Mean = 4.01), its standard deviation which is 2.56 is 
much larger than FA’s 1.92.  
 
On long distance visiting relative trip, EA is also the first choice (Preference Score Mean 
= 5.49), followed closely by FA (Preference Score Mean = 5.25). T-test show there is no 
significant difference between EA and FA (t = -1.22), but there is significant difference 
between FA and BA (t = 7.34). Moreover, the standard deviation of the preference point 
FA (std. deviation = 2.31) is much higher than that of EA (std. deviation = 1.64). As for 
short distance visiting relative trip, BA shows the low-fare advantage with its preference 
score mean of 5.64 compared to 5.52 of EA and 3.27 of FA, but shows no significant 
difference from EA (t = -0.58).  
 
FA ranks first (Preference Score Mean = 5.77) and EA ranks second (Preference Score 
Mean = 5.39) for long distance leisure trip. T-test shows that there is no significant 
difference (t = 1.9) between them. However, the standard deviation of preference points 
of choosing FA (2.28) is much higher than that of choosing EA (1.75). BA seems not to 
be attractive enough, since it only gets 3.21, much lower than those of EA and FA. 
Additionally, EA wins on short distance leisure trip (Preference Score Mean = 5.63), with 
FA’s Preference Score Mean of 4.01 and BA’s mean of 4.83. T-test shows there is a 




Table 5.4 Customers’ preference based on purpose of flying 





FA 6.22 1.80 
EA 5.17 1.84 
 
5.87** 
Long way business 
trip 
BA 2.54 1.97  
FA 4.01 1.92  
EA 5.79 1.72 
Short way business 
trip 
BA 4.69 2.56 
 
5.13** 
FA 5.25 2.31  
-1.22 EA 5.49 1.64 
Long way visiting 
relative trip 
FA 3.58 2.32 
 
7.34** 
FA 3.27 2.13  
EA 5.52 1.81 
Short way visiting 
relative trip 
BA 5.64 2.34 
 
-0.58 
FA 5.77 2.28 
EA 5.39 1.75 
 
1.9 
Long way leisure 
trip 
BA 3.21 2.08  
FA 4.03 2.32  
EA 5.63 1.82 
short way leisure trip 




















Figure 5.10 Customers’ preference on Airlines based on purpose 
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5.4 MANIPULATION OF MANOVA AND ANOVA  
5.4.1 MANOVA ANALYSIS –FACTORS AFFECTING CUSTOMERS’ PREFERENCE  
Table 5.5 provides the MANOVA results of passengers’ choices of airlines. In model 1, 
only Gender does not get a significant result (p=0.148>=0.5). This means female 
respondents and male respondents do not show significant differences in choosing 
airlines.  However, all the other three factors, namely nationality, income, the purpose of 
the trip show significant differences in choices of airlines with p-value all equaled 0 
.  
In model 2, the focus is on the interaction effects of the flying situations with nationality, 
income and gender. Since nationality, income and flying situations get significant 
differences when considered independently, it is not surprising that the effects of both 
interactions, nationality* flying situations (p = 0) and income* flying situations (p = 0), 
are significant. However, the effect of gender* flying situations (p=0.302>=0.05) is not 
significant at all.  
 
Table 5.5 MANOVA summary  
    Model 1 (n=960) Model 2 (n=960) 
Step 1: Main Effects Test F Sig. F Sig. 
Nationalit
y   Pillai's  9.268 0 8.766 0
   Wilks' 9.439 0 8.942 0
Income   Pillai's  10.370 0 7.203 0
   Wilks' 10.360 0 7.198 0
Gender   Pillai's  1.786 0.148 2.251 0.081
   Wilks' 1.786 0.148 2.251 0.081
Situation  Pillai's  3.028 0 2.548 0.001
   Wilks' 3.049 0 2.556 0.001
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Step 2: interaction effects      
Nationality *Situation Pillai's    3.223 0
   Wilks'   3.213 0
Income*Situation  Pillai's    2.407 0
   Wilks'   2.409 0
Gender*Situation  Pillai's    1.153 0.302
   Wilks'   1.152 0.303
 
 
5.4.2 CORRELATION TEST – FEASIBILITY OF ANOVA 
From the partial correlations for the error SSCP matrix in Table 5.6, we could conclude 
that the correlation structure is weak. Since the prerequisite of no correlation between 
responses of three types of airlines is satisfied, we could perform univariate ANOVA for 
three responses: willingness in choosing FA, EA, and BA. 
 
Table 5.6 Correlation Test 
Model 1     
Partial Correlations for the Error SSCP Matrix 
     
          FA       EA       BA  
FA     1.00000  -0.02944  -0.35915  
EA    -0.02944   1.00000  -0.07483  
BA    -0.35915  -0.07483   1.00000  
     
Model 2     
Partial Correlations for the Error SSCP Matrix 
     
         FA        EA        BA  
FA     1.00000  -0.03675  -0.34829  
EA    -0.03675   1.00000  -0.09301  





5.4.3 ANOVA ANALYSIS –FACTORS AFFECTING PREFERENCE ON QUALITY 
Table 5.7 presents the ANOVA results of passengers’ willingness in choosing FA. Model 
1 shows whether F-Statistics of the four affecting factors indicate significant difference. 
Similarly, gender still does not cause a significant difference (p=0.534>=0.5). This means 
female respondents and male respondents do not show significant differences in choosing 
FA. Furthermore, nationality, income and the purpose of the trip exert significant 
influences in choosing FA.  
 
Model 2 focuses on the interaction effects of the purpose of the trip with the other three 
factors. The F-Statistics of both interaction variables, nationality* flying situations and 
income* flying situations, are significant. However, the F-Statistic of gender* flying 
situations (p=0.16>=0.05) indicates no significant difference. The difference from model 
1 is that when considered independently, P value of the purpose of the trip (p=0.082) in 
model 2 is larger than but very close to 0.05, while in model 1, the result shows no 
significant difference.  
 
Table 5.7 ANOVA for Flag Airlines 
 
Model 1 
Analysis of Variance for Flag, using Adjusted SS for Tests 
Source      DF    Seq SS    Adj SS  Adj MS      F      P 
Nationality  3   359.276   174.854  58.285  12.16  0.000 
Income       2   156.633   114.674  57.337  11.97  0.000 
Gender       1     2.157     1.853   1.853   0.39  0.534 
situation    5   118.172   118.172  23.634   4.93  0.000 
Error      948  4542.724  4542.724   4.792 





Analysis of Variance for Flag, using Adjusted SS for Tests 
Source               DF    Seq SS    Adj SS  Adj MS      F      P 
Nationality           3   359.276   165.740  55.247  12.29  0.000 
Income                2   156.633    57.970  28.985   6.45  0.002 
Gender                1     2.157     5.747   5.747   1.28  0.258 
situation             5   118.172    44.136   8.827   1.96  0.082 
National*situation   15   286.082   255.749  17.050   3.79  0.000 
Income*situation     10    93.793    91.750   9.175   2.04  0.027 
Gender*situation      5    35.773    35.773   7.155   1.59  0.160 
Error               918  4127.076  4127.076   4.496 




By running Pairwise Comparisons among levels of Nationality, income and the purpose 
of the trip, the Table 5.8 presents where the differences are. Compared to Chinese, Indian, 
Malaysian and Singaporean are more willing to choose FA, because the comparison 
ranges do not include 0 and is positive. Moreover, there is no significant difference in 
choosing FA between Indian, Malaysian and Singaporean. Regarding Income, Income 
Group 3 seems more interested in FA than both Income Group 1 and 2. However, the 
results of the Pairwise Comparison between Income Group 1 and 2 do not show any 
significant difference in choosing FA. Referring to the purpose of the trip, the whole 
picture is that FA is more welcomed on long distance trips than short distance trips. In 
addition to that, short distance business trips show the least interest in FA compared to 
other short distance trip. 
 
Table 5.8 Pairwise Comparisons for Flag Airlines 
Response Variable: Flag Airlines 
Tukey 95.0% Simultaneous Confidence Intervals 
All Pairwise Comparisons among Levels of National 
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subtracted from  China Indian Malaysian   
Lower 0.5589     
Center 1.2387     Indian 
Upper 1.918     
Lower 0.2388 -1.12    
Center 0.9114 -0.3273    Malaysian 
Upper 1.584 0.4655    
Lower 0.5792 -0.779 -0.4341   
Center 1.0647 -0.174 0.1533   Singapore 
Upper 1.55 0.4313 0.7407   
 
All Pairwise Comparisons among Levels of Income   
subtracted from  Group 1 Group 2    
Lower -0.3264     
Center 0.1382     Group 2 
Upper 0.6028     
Lower 0.5647 0.3852    
Center 1.1039 0.9657    Group 3 
Upper 1.6431 1.546    
       
All Pairwise Comparisons among Levels of Flying Situations  
subtracted from  Long Biz* Long Leisure Long Relative Short Biz Short Leisure
Lower -0.721     
Center -0.0211     Long Leisure 
Upper 0.6788     
Lower -0.723 -0.71    
Center -0.0189 0.0022    Long Relative 
Upper 0.685 0.7146    
Lower -1.589 -1.579 -1.589   
Center -0.9022 -0.8811 -0.8833   Short Biz 
Upper -0.2157 -0.1835 -0.1773   
Lower -1.338 -1.314 -1.323 -0.4363  
Center -0.629 -0.6078 -0.61 0.2732  Short Leisure 
Upper 0.0806 0.0979 0.103 0.9827  
Lower -0.886 -0.884 -0.877 0.0125 -0.2778 
Center -0.1824 -0.1613 -0.1635 0.7198 0.4466 Short Relative 
Upper 0.5211 0.561 0.5499 1.4271 1.171 
* Long means long distance; Short means short distance; Biz means on business trip;  
the same applies to leisure trip and visiting relative trip.   
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5.4.4 ANOVA ANALYSIS –FACTORS AFFECTING PREFERENCE ON VALUE 
Table 5.9 presents the ANOVA results of passengers’ willingness in choosing EA. 
Model 1 demonstrates that in addition to gender (p=0.652>=0.05), the purpose of the trip 
does not get a significant result (p=0.063>=0.5) either. This means no matter in long 
distance or short distance, business or leisure or visiting relative trips, EA attracts the 
attention of passengers. Moreover, nationality and income show significant differences in 
choosing EA.  
 
In Model 2, the F-Statistics of both interaction variables, nationality* flying situations 
and income* flying situations, are significant. However, the F-Statistic of gender* flying 
situations (p=0.873>=0.05) is not significant.  
 




Analysis of Variance for Economical, using Adjusted SS for 
Tests 
Source      DF    Seq SS    Adj SS  Adj MS      F      P 
National     3    61.679    99.301  33.100  11.41  0.000 
Income       2    62.336    60.502  30.251  10.43  0.000 
Gender       1     0.369     0.592   0.592   0.20  0.652 
situation    5    30.548    30.548   6.110   2.11  0.063 
Error      948  2750.683  2750.683   2.902 





Analysis of Variance for Economical, using Adjusted SS for Tests 
Source               DF    Seq SS    Adj SS  Adj MS      F      P 
National              3    61.679    96.632  32.211  11.60  0.000 
Income                2    62.336    55.733  27.867  10.03  0.000 
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Gender                1     0.369     3.649   3.649   1.31  0.252 
situation             5    30.548    34.161   6.832   2.46  0.032 
National*situation   15    96.725   156.178  10.412   3.75  0.000 
Income*situation     10    98.978    93.226   9.323   3.36  0.000 
Gender*situation      5     5.066     5.066   1.013   0.36  0.873 
Error               918  2549.913  2549.913   2.778 




The results of Pairwise Comparisons are presented in Table 5.10. Different from the 
analysis of choices of FA, Chinese are most likely among the four nationalities to choose 
EA. Moreover, there is no significant difference in choosing EA between Indian, 
Malaysian and Singaporean. As for Income, Income Group 2 and 3 show more 
tendencies in choosing EA than Income Group 1. However, the results of the Pairwise 
Comparison between Income Group 2 and 3 do not show any significant difference.  
 
Table 5.10 Pairwise Comparison for Economical Airlines 
 
Response Variable: Economical Airlines 
Tukey 95.0% Simultaneous Confidence Intervals 
All Pairwise Comparisons among Levels of National 
subtracted from China Indian Malaysian   
 Lower -1.249     
Indian Center -0.7203     
 Upper -0.1913     
 Lower -1.447 -0.8198    
Malaysian Center -0.9232 -0.2029    
 Upper -0.3998 0.414    
 Lower -1.182 -0.5554 -0.3385   
Singapore Center -0.8046 -0.0843 0.1186   
 Upper -0.4268 0.3867 0.5756   
 
All Pairwise Comparisons among Levels of Income   
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subtracted from Group 1 Group 2    
 Lower 0.31795     
Group 2 Center 0.6795     
 Upper 1.041     
 Lower 0.05399 -0.6577    
Group 3 Center 0.4735 -0.2059    
 Upper 0.8931 0.2458    
 
All Pairwise Comparisons among Levels of Flying Situations 
subtracted from Long Biz* Long Leisure Long Relative Short Biz Short Leisure 
 Lower -0.2759     
Long Leisure Center 0.2688     
 Upper 0.8134     
 Lower -0.5498 -0.825    
Long Relative Center -0.002 -0.2708    
 Upper 0.5457 0.28354    
 Lower -0.6283 -0.906 -0.6415   
Short Biz Center -0.0941 -0.3629 -0.0921   
 Upper 0.44 0.17993 0.4573   
 Lower -0.7581 -1.024 -0.7588 -0.664  
Short Leisure Center -0.206 -0.4748 -0.204 -0.1119  
 Upper 0.3461 0.07439 0.3509 0.4402  
 Lower -0.2609 -0.544 -0.2665 -0.1697 -0.07111 
Short Relative Center 0.2866 0.0178 0.2886 0.3807 0.4926 
 Upper 0.834 0.57983 0.8437 0.9311 1.056 
* Long means long distance; Short means short distance; Biz means on business trip;  
the same applies to leisure trip and visiting relative trip. 
 
 
5.4.5 ANOVA ANALYSIS –FACTORS AFFECTING PREFERENCE ON PRICE 
Table 5.11 presents the ANOVA results of passengers’ willingness in choosing BA. 
The results are more or less the same as those of FA. Gender still does not get a 
significant result (p=0.065>=0.05). However, the p value is closer to 0.05 compared to 
that of both FA and EA. Furthermore, nationality, income and the purpose of the trip 
show significant differences in choosing BA.  
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Model 2 focuses on the interaction effects of the purpose of the trip with the other three. 
The F-Statistics of both interaction variables, nationality* flying situations 
(p=0.064>=0.05) and gender* flying situations (p=0.181>=0.05), are not significant. 
However, the F-Statistic of income* flying situations shows significant difference.  
 
Table 5.11 ANOVA for Budget Airlines 
Model 1 
Analysis of Variance for budg, using Adjusted SS for Tests 
Source      DF    Seq SS    Adj SS  Adj MS      F      P 
National     3   266.863   140.135  46.712   8.15  0.000 
Income       2   118.130   141.097  70.549  12.30  0.000 
Gender       1    20.972    19.596  19.596   3.42  0.065 
situation    5   126.895   126.895  25.379   4.43  0.001 
Error      948  5435.763  5435.763   5.734 
Total      959  5968.624 
 
Model 2 
Analysis of Variance for budg, using Adjusted SS for Tests 
Source               DF    Seq SS    Adj SS  Adj MS     F      P 
National              3   266.863   116.382  38.794  7.05  0.000 
Income                2   118.130    74.177  37.088  6.74  0.001 
Gender                1    20.972    14.929  14.929  2.71  0.100 
situation             5   126.895   111.912  22.382  4.07  0.001 
National*situation   15   221.187   133.103   8.874  1.61  0.064 
Income*situation     10   120.835   104.344  10.434  1.90  0.042 
Gender*situation      5    41.811    41.811   8.362  1.52  0.181 
Error               918  5051.930  5051.930   5.503 
Total               959  5968.624 
 
 
Table 5.12 presents the results of Pairwise Comparisons. Regarding nationality, Chinese 
and Singaporeans are more inclined for BA than Indian and Malaysian. Although 
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Singaporeans share the same view with Chinese in choosing BA, they are less interested 
since the upper of the range is very close to 0 when compared to Chinese. Regards of 
Income, Income Group 3 seems less interested in BA than both Income Group 1 and 2. 
However, the results of the Pairwise Comparison between Income Group 1 and 2 do not 
show any significant difference in choosing BA. Referring to the purpose of the trip, the 
whole picture is just opposite to that of FA. On short distance trips, BA is more popular. 
In addition to that, short distance visiting relative trips show the least interest in BA 
compared to other short distance trip. 
 
Table 5.12 Pairwise Comparison for Budget Airlines 
 
Response Variable: Budget Airlines 
Tukey 95.0% Simultaneous Confidence Intervals 
All Pairwise Comparisons among Levels of National 
subtracted from China Indian Malaysian   
 Lower -2.01     
Indian Center -1.266     
 Upper -0.5225     
 Lower -1.695 -0.5601    
Malaysian Center -0.959 0.3071    
 Upper -0.2234 1.174    
 Lower -0.992 0.1426 -0.1449   
Singapore Center -0.461 0.8047 0.4976   
 Upper 0.0696 1.467 1.14   
 
All Pairwise Comparisons among Levels of Income   
subtracted from Group 1 Group 2    
 Lower -0.035     
Group 2 Center 0.473     
 Upper 0.9812     
 Lower -1.461 -1.979    
Group 3 Center -0.8711 -1.344    
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 Upper -0.2813 -0.709    
 
All Pairwise Comparisons among Levels of Flying Situations  
subtracted from Long Biz* Long Leisure Long Relative Short Biz Short Leisure 
 Lower -0.538     
Long Leisure Center 0.2276     
 Upper 0.9933     
 Lower -0.5546 -0.7915    
Long Relative Center 0.2154 -0.01227    
 Upper 0.9854 0.767    
 Lower 0.1172 -0.1227 -0.1196   
Short Biz Center 0.868 0.6404 0.6527   
 Upper 1.6189 1.4035 1.4249   
 Lower 0.2338 0.0103 0.0146 -0.634  
Short Leisure Center 1.0099 0.78229 0.7946 0.1419  
 Upper 1.7861 1.5543 1.5745 0.918  
 Lower -0.3476 -0.5958 -0.5738 -1.22 -1.38 
Short Relative Center 0.4219 0.1943 0.2066 -0.4461 -0.588 
 Upper 1.1915 0.9843 0.9869 0.3276 0.2044 
* Long means long distance; Short means short distance; Biz means on business trip;  




In summary, it is found that majority of customers are value-conscious (54.4%). Quality-
conscious only constitute 32.5% and price-conscious 13.1%. With regard to nationality, 
Chinese are more value-conscious (69%), since Indians only get 66.7%, Singaporean 
50% and Malaysian 33.3%. Additionally, Malaysians are more quality-conscious with 
percentage of customers who prefer quality 66.7%. It is followed by Singaporeans 
(35.7%), Indians (23.8%) and Chinese (9.5%). Moreover, price-consciousness seems not 
to be popular, 21.4% for Chinese, 14.3% for Singaporeans, 9.5% for Indians and 
uncommon 0 for Malaysians.  
 80
 
Gender is not a significant affecting factor in consumers’ choice of airlines. However, it 
is still can be concluded that women are value-conscious with percentage of 62.7%, while 
men are more or less even distributed into quality-conscious (40%) and price-conscious 
(47.1%). 
 
 Income as well plays an important role in influencing customers’ choices. Income group 
1 is dominated by value-conscious customers (70.4%); Income group 2 is evenly 
distributed into three categories, with value-conscious customers more (52.4%); and 
Income group 3 is undoubtedly quality-conscious (70.3%). 
 
With regard to flying situations, it seems that on long distance trip, passengers value 
more on quality, while on short distance trip, they value more on price.  On long distance 
business trip, FA, which gets 6.22 in mean preference point out of 8, is the favorite of 
passengers. On short distance business trip, EA comes up as the best choice (5.79). 
Moreover, for long distance visiting relative trip and leisure trip, passengers do not 
differentiate FA and EA much. For short distance visiting relative trip, EA and BA both 
get high preference points, 5.52 and 5.64 respectively，while for short distance leisure 
trip, EA gets highest points, 5.63. 
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Chapter 6  
DISCUSSION 
6.1 INTRODUCTION 
In this chapter, we will discuss the empirical results that are presented in the previous 
chapter. Value-conscious customers’ dominance, quality-conscious customers’ decrease 
and price-conscious customers’ emergence will be discussed in detail. Moreover, 
nationality, income, gender and flying situations’ influences on customers’ choices will 
be explored. At last, the discussion is related to the hypotheses proposed before.  
 
6.2 RESEARCH FINDINGS 
6.2.1 CHARACTERISTICS OF CUSTOMERS 
The airline market can be divided into quality (convenience)-conscious, value 
(economy)-conscious and price-conscious segments. They are not separately distributed 
but correlated through the media – economy conscious customers. In the study, customers 
who prefer FA are categorized into quality-conscious group; who prefer EA are 
categorized into value-conscious group; and who prefer BA are categorized into price-
conscious group. Moreover, for those who are definitely not willing to sacrifice airlines’ 
service for lower prices are categorized into quality-conscious group; who are might or 
might not do so are categorized into value-conscious group; and who are definitely 
willing to compromise for cheap air fares are categorized into price-conscious group.  
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6.2.1.1. VALUE-CONSCIOUS CUSTOMERS DOMINATES  
From the results, we conclude that most of customers are value-conscious customers in 
the civil aviation market. According to Anderson et al. (1993), value in business markets 
is “ the perceived worth in monetary units of the set of economic, technical, service and 
social benefits received by a customer firm in exchange for the price paid for a product, 
taking into consideration the available suppliers’ offerings and prices.” It is a tradeoff 
between benefits and sacrifices, to be simple, quality and prices. It is believed that before 
they make their buying decision, they always pay a lot of attention to price first, and then 
quality. Huber et al. (2001) argues that the costs of acquiring the perceived benefits are, 
most of the time, the primary concern of buyers. Although they may take quality into 
account, they just use this element as verification for the good price. According to the 
consumer definition of value proposed by Zeithaml (1988), value-conscious customers 
will focus on: the quality obtained for the price paid and total benefits obtained for total 
sacrifice incurred.  
 
One possible reason for the value-conscious dominance is that the number of medium-
income people consists of 60% of the population; their buying behavior determines the 
whole picture of value-conscious dominance. They will not be that price-conscious 
because there is no need to do that and sometimes, they do not bother to do that. Being 
price-conscious means sacrificing convenience (McDaniel et al., 1986) and using all the 
promotion strategies (Kopalle et al., 1999). By the same token, they cannot afford to be 
quality-conscious all the time. It is said medium-income people are the most strenuous 
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among the three income groups. According to a 2003’s Harvard University study, 92% of 
personal bankruptcy came from the middle class in the year ended June 30. 
 
Another possible reason could be the depressing economic conditions. The stagnant 
economic condition could effect a fall in consumer purchasing power (Milanova, 1999) 
and purchasing power of targeted customers could determine the demand for a product at 
different price levels (Jain, 1989). Moreover, economic recession is characterized with 
the decline of wages, the gradual weakening of social protection, and consumer 
expectations about future incomes, employment and inflation (Zhetcheva, 1994). Since 
people are uncertain about future incomes and unemployment, they are more cautious 
about their spending. It is believed that there is a relationship between the recession and 
changes in price expectations. Taking Japanese consumers for example, it is said that 
before Asian economic crisis, Japanese consumers “bought durable goods and 
discretionary items to the point of saturation” (Larke, 1994) to show off their wealth. 
However, due to the damaging effects of the economic crisis, consumers are moving in 
new directions for cheaper, quality goods or services. In other words, they will not chase 
for sumptuously high prices for goods or services that are not clearly differentiated by 
quality. In a recent survey, 70% of respondents said they wanted reasonable prices more 
than high-priced quality goods (Hoshino, 1990).  
 
The third possible reason might be deregulation of the airline industry. Before the 1978 
Deregulation Act, airfares were regulated and firmly controlled by the Federal 
Government through the Civil Aeronautics Board, which means that different airlines 
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offered almost the same high prices for the same flight route. Additionally, without 
approval of Civil Aeronautics Board, an airline could not decrease its airfare unilaterally. 
Even if the airline got the approval of airfare change, all airlines then followed the new 
fare (Narodick, 1972). Thus, airlines could not compete in prices, but only in quality both 
of product and service; in other words, the price was not a variable in the marketing. This 
is why customers were thought to be quality-conscious at that time. After Deregulation, 
airlines could make choices on routes and price levels according to the market. Thus, 
customers now are exposed to numerous choices of different combination of prices and 
quality, from premium service with exorbitant price to no frills with cut-throat price. 
Since renegade discounters come to the stage, the consumers will concern about the 
trade-off among price, service and quality more (McGowan & Sternquist, 1998).  It 
seems that value-consciousness is a possible marketing universal (McGowan & 
Sternquist, 1998).  
 
The development of network, as well, contributes to the dominance of value-
consciousness. Thanks to the highly development of personal computers and internet, 
customers’ sources of information about products or services are no more limited to 
word-of-mouth, but from professional information websites. These websites provide 
consumers’ personal evaluation and comments, giving recommendations to customers 
and listing all the available prices or promotions. This helps value-conscious customers to 
get quality airline services with lowest prices for their determined destinations. 
Furthermore, because customers can book tickets through internet and present printing 
tickets before boarding, customers are no longer restricted by location and buy over-
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valued goods due to the travel agency monopoly or airline monopoly. For example, there 
is no direct flight from Singapore to Changsha, capital of Hunan province in China. For 
Chinese students in Singapore who want to go to Changsha, the airfare for the transfer 
flight is at least S$800, which is seen as overvalued for most of students. However, since 
airfare from Singapore to Macau is very cheap, about S$100 with Tiger Airways and 
from Zhuhai, a city in Guangdong Province to Changsha, it is also only about S$200, 
students could book these two flights separately. Moreover, with easy passage from 
Macau to Zhuhai, and convenient online systems for booking China’s domestic flights, 
value-conscious customers could get their satisfied products and services. Thus, 
customers’ characteristic of value-conscious could not be covered due to the monopoly.  
 
In conclusion, there are four reasons why most of customers are value-conscious 
customers. First, medium-income people constitute 60% of the population, and their 
buying behaviors are characterized by value-consciousness. Second, because of the 
economy recession, customers are changing from quality-conscious to value-conscious. 
Third, thanks to the deregulation of the airline, customers do not have to pursue quality 
only since there are no other choices. Fourth, free and convenient information eases the 
way for customers to be value-conscious.  
 
6.2.1.2. QUALITY-CONSCIOUS CUSTOMERS ARE DECREASING  
Customers whose concerns are primarily on airlines’ service, flight schedule convenience, 
the ready availability seats, on-board facilities, tickets change conveniences, belong to the 
quality-conscious segment (Vambery, 1976). On the other hand, they do not care much 
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about the price and have less price elasticity, because to their eyes, such price is 
affordable and worthwhile.  
 
In the past, the reasons that people were quality-conscious were good economic 
conditions, wealth showing-off, and the regulation of the airline industry, not familiar 
with products and so on. With good economic conditions, people have high salaries, good 
social welfare, high employment rate, and thus are optimistic about future incomes and 
employment. These lead to a high consumer purchase power. Since the demand for 
products at different prices is proportional to consumer purchase power (Jain, 1989), 
customers in good economic conditions can afford to be quality-conscious. However, due 
to the economic downturn in recent decades, the consumer purchasing power is falling 
and quality purchasing seems incompatible with the flat economic conditions. This is also 
why customers change from showing off wealth to being more modest. Furthermore, 
before deregulation, customers had no choice but to fly with FA, since the price was not a 
variable for marketing. However, after deregulation, BA and EA emerged and competed 
with FA in short-route or long-route flights. According to CAA (1998), because of new 
competitors in European domestic routes, early market share of the FA fell from 75% in 
1993 to 60% in 1997. Moreover, being not familiar with products or services could lead 
customers to be quality-conscious. Before customers make their buying decision, they 
always measure the potential risks. However, without abundant information, they will not 
be able to ascertain the hidden risks. In order to avert such risks, customers try to buy 
high quality goods and services, which are always at premium prices. Nowadays, with 
varieties of tools and ways to search information, customers could get required and useful 
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information to support their low-risk and satisfying buying decisions. On the other hand, 
customers are becoming more and more mature. In a survey, 86% believed that a higher 
price did not always guarantee better quality (Rice, 1992).  In all, because some reasons 
for customers’ being quality-conscious no more exist, it is understandable that quality-
conscious customers are decreasing.  
 
However, there are still 32.5% of customers are quality-conscious in airline market. 
Possible reasons could be that they are very time impoverished; they do not want to be 
exhausted; they feel they do not have the ability to cope with the transfer or contingencies; 
they want to decrease risks; and/or they had high social needs.  
 
TIME POVERTY 
Time poverty seems to gain more and more popularity, which can be seen from numerous 
newly designed products that are oriented at speed and ease-of-use. The growing 
phenomenon of time poverty is attributed to the increased number of single parent 
households, stressful work, increased living pressure, and so forth. According to 
Shillinglaw (2001), roughly 41 percent of adults in America think they do not have 
enough time and more than 50 percent feel that they do not have enough vacation time. 
The problem of time poverty seems more serious in households with children.  
 
Customers can easily deal with the problem of time poverty by taking FA. FA employs 
automated machines everywhere to facilitate its service procedures and shorten customers 
waiting time. For example, customers can check-in through SMS, phone call, internet or 
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with automated check-in machines. Thus, they can avoid wasting time in a long queue, 
but keep on with their work instead. Furthermore, FA has been targeting at building up 
long term relationship with customers. Therefore, most of FA provides Frequent Flyer 
Program (FFP), which assures customers more benefit with more traveling miles. By 
involved in FFP, customers are able to save time and energy by not having to search for 
another service provider (Gwinner et al. 1998). Moreover, FA offers on-board internet 
services which allow you to work while flying. The longer the flight, the more benefit 
this service shows to businessmen. Finally, FA is always entitled to flying directly for a 
long distance, which can save a lot of time en route compared to other types of airlines 
which need stop-over. For example, from June 28, 2004, passengers could fly from 
Singapore to New York non-stop, which shortened the flight by four hours. In conclusion, 
by taking FA, there are many aspects suitable for time-poverty customers. 
 
WANT NO EXHAUSTION 
Some consumers do not want to be exhausted but enjoy from the activity (Westbrook and 
Black, 1985). Thus, these customers could be called convenience –conscious customers. 
They hope that acquired things are available when they are asking for; they hope they 
feel comfortable throughout the whole activity; they hope there are people who arrange 
for them in case of contingents; they hope they do not have to bother about unnecessary 
things. Luckily, all of these requirements could be satisfied by FA. 
 
FA is famous for its comfortable and considerate services. Customers could alter or 
return tickets if there are some changes in their schedules. Furthermore, airlines’ 
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employees are always waiting in front of corridors to help passengers transfer to another 
flight. In case there is a delay, airlines will arrange passengers to other flights to 
minimize the losses and dissatisfaction from passengers. Finally, FA offers premium 
services and exorbitant products on board, which ensures passengers to enjoy their time 
during the flight. To kill time, passengers can choose TV programs, movies and games as 
well. To have a rest, passengers can adjust the seats to serve as beds. Furthermore, FA 
even provides upscale toiletries to keep passengers appearing aglow. In all, FA employs 
high-class facilities and employees to minimize passengers’ feel of exhaustion.   
 
CONFIDENCE 
It is believed that there is a degree of uncertainty about the consequence of every buying 
decision (Mitchell & Greatorex, 1989). Generally speaking, consumers, when they are 
making their buying decisions, are motivated to reduce the risk (Taylor, 1974). There are 
five risks related to consumption behavior, which are functional, financial, social, 
psychological risks (Butz and Goodstein, 1996) and time risks (Schiffman & Kanuk, 
2004).  
 
Customers always use six ways to avert these perceived risks, which are seeking 
information, staying brand loyal, selecting by brand image, relying on store image, 
buying the most expensive model and seeking assurance (Schiffman & Kanuk, 2004).  
Because nowadays’ customers are in time poverty, there is not so much time for them to 
seek information. Furthermore, seeking assurance in airline industry, on one hand, 
pertains to buying life assurance, which is equal for any airline and on the other hand 
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means airline will keep their promises, which all airlines value most if they want to stay 
in the industry. Thus, it is reasonable to believe that customers will opt for the most 
expensive model –FA, and stay loyal to the airline which can achieve the highest 
customer satisfaction and minimize the risks derived from their purchase decisions.  
 
SOCIAL NEEDS 
Past literature finds that some customers may keep relationships with companies for 
social reasons (Beatty et al., 1996). These social customers in the airline industry could 
join clubs of airlines, interact with both the airline and their counterparts, and fulfill their 
own emotional and psychological needs (Bitner, 1995). Compared to EA and BA, FA 
provides club members with more opportunities of networking, e.g. golf matches, which 
is undoubtedly beneficial for their business development. Furthermore, if customers 
could be senior members of FA, they will enjoy special attention and personalized 
services, which could satisfy customers’ need for self-esteem.  
 
6.2.1.3. PRICE-CONSCIOUS CUSTOMERS ARE EMERGING 
It is widely accepted that price-conscious customers exist everywhere, with no exception 
in airline industry. However, because the airline industry had been regulated for a long 
time, price-conscious customers were not able to afford premium prices; thus they did not 
have the chance to take any flight. On the other hand, for these price-conscious customers, 
there were not many needs to travel by air. Only in recent years, due to the deregulation 
of airline industry, price-conscious customers are emerging into the market (13.1% are 
price-conscious customers).  
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The most price-conscious passengers are not in the airline industry market initially. It is a 
major discount or a great promotion that motivate them to make their buying decisions of 
traveling by air. In other words, price-conscious passengers initially do not even have any 
plan or strong preferences with regard to destination points, but may depend largely on 
whether there is a large discount or promotion in a specific route. In all, price is the only 
independent variable in the function of travel decisions. 
 
It is not absolute right that price-conscious customers only come from low-income people. 
Some medium-income or even high-income people will become price-conscious 
sometimes, when they do not have any plan for traveling, but are stimulated by a large 
discount or promotion. However, the difference is that medium- or high-income people 
still take comfort and quality into consideration. Leibman (1996) found that consumers in 
Japan seemed more focused on price as the primary reason for choosing specific 
shopping outlets. 
 
6.2.2 NATIONALITY-SIGNIFICANT AFFECTING FACTOR 
It is supported that Nationality is one of the affecting factors that give the significant 
differences in choosing airlines. This finding coincides with earlier research findings. 
Sultan and Simpson (2000) concluded that passengers of different nationalities perceived 
service quality differently. Customers who live in a country with higher living standards 
require higher service quality compared with those who live in a country with lower 
living standards.  
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Moreover, different nationalities pertain to different culture backgrounds, different views 
and different body shapes as well. Thus, customers of different nationalities will focus on 
different aspects of service quality when choosing airlines. For example, European 
passengers are more interested in the pitch and width of seats than Asian passengers, 
since they are always taller and more strapping. On the other hand, Asian passengers are 
more tolerant of no-frills, due to the influence of Confucius and economical conditions. 
Choi and Chu (2000) indicated the same result in their study. They suggested that Asian 
travelers' overall satisfaction primarily came from the value factor, while their Western 
counterparts were influenced by the room quality factor. This finding can give 
management a strategic direction for developing services, which is to achieve what 
customers perceive to be important and high value according to their nationality. 
 
From figure 5.5, we can conclude that Chinese, Singaporeans and Indians are mainly 
value-conscious customers. This finding again confirms the dominance of value-
conscious customers in the marketing. However, although they are all characterized with 
value-consciousness, there are still some differences. Compared to Singapore (50%) and 
India (66.7%), value-conscious customers seem to be more dominant in China (69%). 
Furthermore, in addition to their value-consciousness, Singaporeans also show their 
quality-conscious characteristics with 35.7% quality-conscious customers.  
 
It also can be found that Malaysians are mainly quality-conscious customers since their 
percentage for quality-conscious customers is 66.7%. However, it cannot be generalized 
because if Malaysian customers are value- or price-conscious, they could choose trains or 
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buses, which are much cheaper and not very inconvenient, to Malaysia from Singapore. 
On the other hand, because our targeted populations are only those in the Changi 
International Airport, the answers from Malaysian are more or less from quality-
conscious people.   
    
6.2.2.1 CHINESE: VALUE-CONSCIOUS 
From Figure 5.5, we can conclude that customers of China are mostly value-conscious 
customers (69%). One possible reason could be Chinese popular buying concepts of 
“value principle”, which means to use the least money to buy the best products. Thus, in 
China, it is quite popular that when customers decide to buy a specific product, they 
would go to several places and compare the prices for the same product. Finally, they 
make their buying decision following the lowest price, although maybe there is a need for 
them to go back to the first place. On the other hand, EA fits Chinese buying principle 
quite well. EA offers affordable fares to customers by only providing necessary services. 
As well, EA might adjust services according to the flight situations; therefore, they can, 
to some extent, reduce their cost and transfer the benefit to passengers. Hence, no wonder 
Chinese is willing to choose EA 
 
Another possible reason could be the combined influence of “face” and economic 
conditions. “Face”, which means “public reputation” in fact, is considered to be the 
typical Chineseness in the context of interpersonal interaction and social activities (Ellis 
et al., 1985). The concept of “face” illustrates an inner sense of worth that is experienced 
by the ego (Wong 1986; Wong and Ahuvia 1998). Moreover, the loss of “face” could 
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seriously affect the psyche of ego (Hu, 1944) and it is a long-term emotional impact. 
Therefore, the Chinese try hard to protect their “face” everywhere and every time. This 
“face” protection leads the Chinese to purchase sumptuous and perceived high-quality 
products or services. In the context of airline industry, without other constraints, Chinese 
undoubtedly will choose FA for their air travels. However, there is another issue related 
to their purchase decisions, which is money. According to National Statistics Bureau of 
China, in 2001, average monthly income per capita for people living in town is 571.6 
yuan. While by taking FA, the normal price from Singapore to Shanghai is around 3000 
yuan, which is nearly six times the amount of average monthly income per capita. 
Apparently, although the Chinese want to protect their “face”, it is not feasible for most 
of them to take FA. Hence, they will turn to the second class – EA. EA is not as luxury as 
FA, but it will not make the Chinese lose their “face” and the most important part, EA 
charges only 50-60% of the airfares FA charges. Moreover, although BA charges even 
less than EA, the Chinese could fear that taking BA will make others, especially people 
closely related, think that they lack of money, which loses their “face”. In conclusion, EA 
is the best choice considering both “face” protection and economic power.  
 
In addition to protecting “face” (the equivalent of pride or.dignity), avoiding risks could 
be a possible reason the Chinese do not want to take BA. In Lowe & Corkindale’s (1998) 
research work, they found that Chinese tended to avoid risks. They will be less likely to 
take the newly developed or innovative products or services; they are more brand-loyal; 
they will obey the authorities and take experts or seniors’ advice. BA is a new entrant to 
China’s civil aviation industry, and always privately owned. Compared to mature and 
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government-owned EA, Chinese seem to be more willing to choose EA if they have the 
right to choose. On the other hand, Chinese are strongly collective and group-oriented, 
which means that informal channels of communications are important in Chinese society 
(Lowe & Corkindale, 1998). Till now, there are numerous rumors about BA that are low 
safety, no strong financial backing, leased and old-fashioned airplanes and so on. All this 
informally acquired information could root in Chinese minds and affect their buying 
decisions in taking BA. Furthermore, Hsu (1981) has suggested that in comparison to the 
American, the Chinese are inclined to be socially or psychologically dependent on others. 
Therefore, if reference groups already make their mind on the products or services, 
Chinese customers are less likely to deviate from that products or services. 
 
Additionally, China’s one child policy could contribute to their preferences for EA, rather 
than BA as well. It is believed that young customers in China are the significant and 
heavy customers nowadays, as well as in the near future (McNeal & Yeh, 1997). Because 
of China’s one child policy which began in 1979, there is “4-2-1 indulging factor” 
operating in China. It means that four grandparents, two parents pamper one child. Thus, 
these children are referred to as “little emperors” and “little princesses” since they receive 
all the attention and love of the whole family. The love and attention entitle them to have 
the power in influencing the whole family’s purchase behaviors (McNeal & Yeh, 1997). 
Because they are indulged and experience very little hardship, it is apparent that they 
would not prefer BA which can be dubbed as long distance bus in the air. On the other 
hand, because of this policy, there is only one child in a big family and normally, the 
mother has tubal litigation surgery. Hence, all the family members would not be willing 
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to sacrifice the “little emperors” or “little princesses” a little bit, let alone risking his or 
her life. However, taking airplane is believed to be at high risk and BA is taken for 
granted in low safety record (although it may not be the fact) due to some reasons. It is 
not possible for parents and grandparents to decide to save some money and allow “little 
emperors” or “little princesses” to take unsafe BA. In all, BA cannot be a good choice for 
those one-child families.  
.  
Finally, China’s airline industry has not been deregulated. The prices for traveling within 
China by domestic airlines (which strictly speaking can be seen as EA) are already not 
match for their income, let alone higher prices of FA. Additionally, for Chinese passport 
holders, traveling overseas is not so convenient as Singaporean passport or Malaysian 
passport holders due to traveling restrictions between China and other countries. 
Therefore, Long distance business, visiting relative or leisure trips in China are not as 
common as in Singapore and Malaysia, while the long distance trip is where FA has the 
most advantage compared to EA and BA. Regarding to BA, recently, there are some 
private owned airline companies that started their business in domestic market in China. 
However, they are facing dilemma soon. When they entered the industry, they oriented 
towards low-income people and marketed themselves as BA, but soon they found they 
could not act as true BAs due to the various taxes and regulations. What they offer to 




In conclusion, because Chinese believe in “value” concepts in their buying behaviors, 
they would like to choose products or services, e.g. EA, that can reflect the concept well. 
Furthermore, although Chinese are keen on protecting their “face”, considering their 
economic conditions, it is more likely for them to choose products or services which 
achieve the balance between quality and prices, e.g. EA. Moreover, avoiding risks is 
characterized, as Chineseness and thus, Chinese would be most probably reluctant to take 
BA. As well, one child policy adds fuel to the dislike towards BA compared to FA and 
EA. Finally, regulations in China’s airline industry make FA more unaffordable and BA 
more unattractive.  
 
6.2.2.2 SINGAPORE: VALUE- AND QUALITY-CONSCIOUS   
It is found that Singaporeans are value-conscious (50%) and quality-conscious (35.7%) as 
well. Singaporeans are value-conscious can be explained by the majority of Chinese out 
of their population. According to the World Fact Book, 76.7% of Singaporeans are 
Chinese by origin. Although the Chinese coming from different dialectical groups are 
culturally diverse, due to some unique cultural characteristics in values and behavior of 
the Chinese in general, they will behave in a certain way (McCullough et al., 1986). They 
also share the “value concept” and “face” in their buying behaviors and avoid risks when 
making their buying decisions. 
 
However, compared to Chinese Mainlanders, Singaporeans are different in economic 
conditions, and regulated airline industry. According to Asian Demographics Ltd. 
average household monthly income of Singapore in 2002 is US$3234.1, nearly twice the 
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average urban household monthly income of Shanghai which is the wealthiest city in 
China $1693.6. It is obvious that the problem for Chinese Mainlander to take FA is not a 
problem for Singaporeans, at least for medium-income and high-income people. 
Additionally, Singapore orients itself as the air hub for the Southeast Asia, even in the 
whole Asia. Thus, all types of airlines are allowed to operate here, with different taxes 
and leasing fees. This fierce competition leads airlines to review their cost structures 
frequently to keep up with other airlines’ changing strategies. Furthermore, this also 
results in numerous discounts and promotions, to stimulate customers to patronage and 
thus to maintain the market share. Therefore, even taking FA, the prices in Singapore are 
much lower than those in China taking EA. Finally, Singapore has a more open 
environment than China does. They are more involved in world business transactions, are 
more likely to immigrate to other western countries, and are keener on traveling abroad. 
Thus, Singaporeans have more chances to go long distance for business, visiting relatives 
or leisure, where FA has the advantages over the other two types of airlines, EA and BA.  
 
6.2.3 INCOME-SIGNIFICANT AFFECTING FACTOR 
Income is believed to affect customers’ buying behaviors (Loehman, 1982). There are 
many research studies on the income’s influences on consumer behaviors (Feldman and 
Schultz 2004, Paswan et al. 2004 and so on). Bishop (1994) proposed that income 
provided significant differences between expectations and perceptions for Reliability and 
Convenience, two aspects of service quality, by using SERVQUAL scale and 
methodology developed by Parasuraman et al., (1991). Similarly, the result in the study 
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confirms that income is a factor that gives the significant differences in customers’ 
choices among quality, value and price.  
 
From Figure 5.7, it is apparent that Income Group 1 and Income Group 2 are value-
conscious. However, Income Group 1 seems more value-conscious, with 70.4% people in 
this income group emphasizing more on value rather than quality and price; while people 
in income Group 2 are more or less evenly distributed into quality-, value- and price-
conscious.  One possible reason is that lower income people are more likely to purchase 
the established brands, since it is believed that they will lose more if their buying 
decisions come out wrongly (Jones & Mustiful, 1996). If lower-income people make 
mistakes in their buying decisions, they have to pay again for the products or services. 
Then, in fact they pay almost twice the price of the products or services. For lower-
income people, this is really a big loss. In the Asian airline industry, FA and EA have 
been established for a long time and are already mature compared to BA. If lower-income 
people transfer from EA to BA, they have to take the risks that result from their 
diversions from one type of airlines to another type.  
 
Furthermore, lower-income people are normally less educated people, and they always 
equate the price with quality (Coe, 1971). They are very price-sensitive, but they are 
price-sensitive within a limited set of alternatives, because they have more restricted 
shopping scopes (Goldman, 1976). Thus, they try to use familiar products or services. 
However, middle-income people are more educated, so they have wider shopping scopes 
and know where the differences between prices actually come from. For example, they 
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know that the low prices of BA come from their cost structures, quick turning around 
time, high efficiency of aircraft usage and effective work of employees. They will not 
take rumors for granted that BA is not safe because of such low prices, which is the low-
income people’s way of thinking. This can be the reason that middle-income people 
exhibit a very low loyalty to any type of airlines compared to low-income people (Coe, 
1971).  
 
From Figure 5.7, it is clear that only Income Group 3 is dominated by quality-conscious 
customers (70.3%). According to Goldman (1976), higher-income people are more likely 
to have a higher marginal opportunity cost for time, which means that they are more time 
poverty and earn more per time. Thus, the savings realized from their search for 
information, alternatives comparison and convenience sacrifice, are likely less than the 
income for the elapsed time without work. As well, higher-income people are more 
cautious about their safety and thus wish to avoid risks as much as possible. Additionally, 
higher-income people are always the chief bread-earner for the whole family, so they 
have to be careful since they have such responsibilities. Hence, it is not surprising to find 
that higher-income people are quality-conscious customers.  
 
In summary, lower-income people are the most value-conscious customers, because they 
have more restricted shopping scopes and less likely to move from one type of airlines to 
another. Additionally, middle-income people are more or less evenly distributed into 
quality-, value- and price-conscious categories, with value-conscious customers 
dominating. Middle-income people are well educated, have quite an amount of money 
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and are knowledgeable about how business runs. Thus, they have the ability to make 
buying decisions best for themselves. Finally, higher-income people cannot afford to 
search information, compare alternatives and so on to finalize their decisions, due to time 
poverty and marginal opportunity costs. As well, because of their life styles, together 
with their responsibilities of supporting families, they are more quality-conscious in the 
airline industry. 
 
6.2.4 GENDER-INSIGNIFICANT AFFECTING FACTOR 
Our study supports the advocation that there is no significant difference in choosing 
airlines based on customers’ Gender. Both female and male customers are keener on 
value that they can get. The finding challenges the belief of some academics and 
practitioners that expectations and perceptions of service quality differ by Gender (Sultan 
and Simpson 2004, Mattila 2001 and so on).  
 
However, there are still some slight differences between female and male customers. 
From Figure 5.6, compared to female, male customers also show their concerns for 
quality (40%) in addition to value (47.1%). This can be explained by male dominant roles 
in Asia. For example, although China is believed to be one of the places where women 
have high status in society, men still have easier accesses to higher positions either in the 
politic or business fields. Thus, averagely, men have higher income than women. This 




6.2.5 FLYING SITUATIONS-CONDITIONAL AFFECTING FACTOR 
Gutman (1982) defined product-use situation as “any situation that involves the use of a 
commercially available product or service.” In different situations, the same customer 
with the same purpose or goal may not buy the same product with the same attributes or 
attribute performances. This is because the usage situation would modify the importance 
of the consequences, by attaching different priorities to consequences for that 
consumption situation. On the other side, consumers evaluate product-use situations as 
well, in terms of their impacts over time. There are six flying situations in the context of 
airline industry: long distance business trip, short distance business trip, long distance 
visiting relative trip, short distance visiting relative trip, long distance leisure trip and 
short distance leisure trip. Because required consequences of air travels are different for 
these six flying situations, customers’ needs and weights assigned to those needs are 
different. For example, passengers for long distance business trips may place a high value 
on comfort and convenience; however, passengers for short distance leisure trip, may 
value low prices and schedule more.  
 
Chiang et al. (2003) is another previous research which affirms the effect of the purpose 
of the trip in the air transport market when passengers select airlines. In this study, that 
the flying situation is a significant affecting factor in choosing airlines is also supported. 
It is found that in spite of the high airfares, passengers prefer quality on long distance 
business trip, because “business travel involves a journey necessitated by one’s 
employment and paid for by the employer.” Furthermore, businessmen have very tight 
schedules and have to keep up their spirits, due to their high costs for time. Thus, they 
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cannot afford to be exhausted because of long distance flights. Moreover, the majority of 
businessmen belong to medium- and higher-income groups, so their life styles determine 
their preferences on quality. Thus, H4a is accepted. 
 
It is also found that on long distance trips, customers consider more on quality; while on 
short distance trips, customers are more likely to take prices into consideration. This is 
because passengers need fine dishes to survive the long distance trips, entertainment 
equipment to kill time, comfortable seats to sit on for a long time, and premium service to 
assure landing safely and enjoyably. On the other hand, BA shows its advantages quite 
well on short distance trips, since in short distance flights, premium services and frills on 
board appear less attractive than low airfares. Additionally, the function of premium 
services and frills on board, which is to kill time and keep tire out, could not work well 
on short distance trips. To be more specific, on short distance trips, passengers do not 
have enough on-board time to enjoy.  However, for short distance leisure trips, people 
prefer value to prices. One possible reason why BA does not get the advantage on short 
distance leisure trips is that Singapore is a relative high-income country. Based on what 
they earn, they could afford EA easily and comfortably. Therefore, there is no need to 
choose BA. Moreover, in Asia, BA just began, so the destinations they fly for are limited. 
Thus, BA does not gain as much attraction as expected. 
 
Moreover, the reason why people choose value on the short business distance trip may be 
the “short distance”. For example, if on a short distance business trip from Singapore to 
Kuala Lumpur, the flight lasts only 1 hour. After the passengers read some free 
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magazines or newspapers on board and take a simple meal, the airplane is already ready 
to land in the airport. It seems that some premium services in FA are redundant. On the 
other hand, the reason for businessmen’s choices on value on their short distance business 
trips could also be that they are just running their own business or some employees have 
a limitation to their flight budget. Thus, H4b is accepted. 
 
However, in spite flying situations’ significant influences on customers’ choices, it is 
supported that willingness levels in choosing value do not vary by flying situations, 
except for long distance business trips. This means that EA has great business 
opportunities in all flying situations. One possible reason is that what EA offers matches 
most of the customers’ value. On long distance trips, EA arranges for free meals and 
drinks, simple entertainment equipments, and so on, which customers will value. 
Additionally, for visiting relative and leisure trips, customers do not have to keep high 
spirits when they arrive as businessmen have to. As well, their time schedules are more 
flexible than businessmen, so they have enough time to recover from the flight tiredness. 
While on short distance trips, EA will change to serve only snacks, no entertainment and 
so on to further cut their airfares down to cater for passengers. This is just where EA’s 
advantage lies: offering customers what they really need and need most, while removing 
all unnecessary frills.  
 
It is found that passengers do not show much interest in BA even in its targeted markets, 
e.g. short distance leisure trips, let alone other markets.  When BAs entered the airline 
industry, most of them started with short distance leisure trips. This is because there is an 
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abundance of passenger source and as well they could maximize the BAs price 
advantages on the short distance leisure trips by downgrading services without many 
complaints. Why in this survey this preference has not been showcased, most probably, is 
that the targeted population of BA was not fully represented in this survey since we 
conducted the survey in the airport. 
 
6.3 FUTURE AIRLINE INDUSTRY – MIXED BUSINESS MODEL 
From the discussions, we may conclude that the air travel market is dominated by value-
conscious customers, with quality-conscious customers decreasing and price-conscious 
customers emerging. Thus, it is predicted that in the near future, to satisfy all three 
segments of customers, the single business model of airline companies will be replaced 
by the mixed business model, which is the coexistence of FA, EA and BA, with EA 
playing the leading role. As well, because customers’ choices are, to some extent, 
influenced by nationality, income and flying situations, the single business model could 
not stay competitive on all flying routes. For example, on the short distance visiting 
relative trip, passengers prefer EA and BA; thus, if an airline company is FA, it cannot 
achieve satisfaction of most of passengers, which means this single FA business model 
could not fit in with this route and gain a large share of this market. 
 
Apart from apparent existence value of EA, FA and BA also get their existence value. 
Regarding FA, passengers on intercontinental trips do not reject transfers. As well, the 
benefits of FA’s alliance will act to their best with ongoing deregulation and massive 
economic pressures. As for BA, it attracts very low-yield and price-conscious travelers, 
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as well as those business passengers traveling regularly. Additionally, because of their 
aircraft size and their marketing strategies, they can enter any market with at least one 
direct flight. Hence, both FA and BA have their segments of customers and markets, as 
well. 
 
However, although the future air travel industry will be run by mixed business model 
companies, FA, EA and BA still have great potential to achieve the balance between 
quality and price, and thus cater for mostly value-conscious customers. In Gilbert & 
Bennett. (2001)’s work, they suggested that in order to achieve balance between quality 
and price in FA, they would better downsize their aircraft to deal with the problem of 
overcapacity, use alliance to achieve economies of scale, change traditional tickets 
distribution channel to online booking, and outsource some tasks to countries with 
cheaper labor source. 
  
6.3.1 FA – LESS COMPLICATED 
One dilemma that FA is facing with is its Hub-and-Spoke system. Hub-and-Spoke system 
is to create a disproportional increase in connections at incremental costs (Franke, 2004), 
in other words, to achieve economies of scale. Airlines are trying to cover as many 
customer segments and O&D as possible, which is also the ruling logic of computer 
reservation systems. However, this could result in a heavy connectivity in the hub, which 
will give rise to many other problems: massive peaks in hub, loss of passenger 
convenience, cost penalty for operational side, and catering for least valuable passengers.  
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Heavy connectivity brings about waved traffic, which makes massive peaks take place 
frequently. Hence, the problem of temporary congestion could influence the airside 
productivity, which induces cost increase of airline industry. Furthermore, for time 
critical connections, special operation processes are needed, which undoubtedly 
complicates the airline operation and to some extent, lower the landside productivity. 
Additionally, strong fluctuations of ground facilities and workers usage make landside 
productivity very low and increase costs because of salaries. The most important thing is 
that the heavy connectivity affects the airlines’ performances of arriving or departing on 
time, punctuality. According to IATA Corporate Air Travel Survey 1997, 65% of the 
interviewed 1037 business travelers believed that the most important airline services on 
short-haul routes were punctuality (Gilbert & Bennett., 2001). All in all, heavy 
connectivity will lower productivity, both on airside and landside, and increase costs. 
Moreover, all these costs (low productivity could also be seen as costs) will transfer into 
the passenger’s air tickets, which will damage the balance of the cost-benefit equation. In 
addition to that, airlines employ the strategy that first or business travelers’ high price 
tickets cover the costs for transferring low yield travelers. In good economic conditions, 
high prices could be justified by rebooking flexibility and premium in-flight services. 
However, in slump economic conditions, these high-value customers are reluctant to pay 
more (Franke, 2004), which makes Hub-and-Spoke systems seem to be out of date.       
 
Therefore, airlines living on Hub-and-Spoke system nowadays are trying to “depeaking”. 
This is because a certain reduction of connectivity could increase airside productivity, 
landside productivity and performance of punctuality, thus in return decreasing costs, and 
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increasing benefits for passengers. However, Goedeking and Sala (2003) did not agree 
with depeaking, because it could not fulfill the trade-off between increased productivity 
and revenue losses the best. They suggested a way of prioritization of connections, 
optimizing high-yield traffic to connectivity, while optimizing low-yield traffic to 
productivity. In other words, for high-yield trips, such as business trips, it is justifiable to 
use Hub-and-Spoke systems, while for low-yield trips, such as short distance trips, it is 
better to employ point-to-point direct flights. 
 
Another dilemma challenging FA is their strategy of alliances. There are four major 
Global Airline Alliances in the world, which are STAR, ONEWORLD, WINGS and 
SKYTEAM. The aim of alliance is to achieve the economy of scale and aligned IT 
system. For customers, they can travel globally seamlessly. Airlines from the same 
alliance could arrange for them the transfer flight and make up for the flight delay if 
necessary. However, because the airline deregulation is not complete enough: restrictive 
ownership clauses still exist and bilateral traffic right agreements are domestic-protective, 
the benefit of alliances does not come to its fullest.  
 
In addition to the protective policy, there are other factors that impede alliances to go 
further. First, it is very hard to demand all airlines in an alliance to have the same culture, 
which is beneficial for the development of alliances. Second, all airlines have domestic 
protection. They still compete on some routes while cooperate on other routes. So to 
some extent, they would not share everything with their partners in the same alliance. 
Third, because the developments of different airlines are not on the same level, some 
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famous airlines have to take the risks that other small airlines’ mistakes could stain their 
reputation. Fourth, some airlines join an alliance only because they do not want to be left 
outside or alone, when all airlines belong to a certain alliance. This is not the initial 
purpose of forming alliances and could affect the normal operation of alliances.  
Hence, if FA wants to stay competitive in such fiercely competing industry, it has to help 
the advancement of deregulation and explore more long distance direct flights that 
embody its advantages over EA and BA. Furthermore, there will be more and more small 
alliances that could ensure high class and suitable partners. Some small alliances could 
possibly come from the existing big Global Airline Alliances, because of pleasant 
cooperation.  On the other hand, FA could also possibly ally with BA. BA normally does 
not provide connection services due to the complication, but offers flights of high 
frequency. If FA acts as the connecting role, it could not only get continuous passenger 
inflows from BA’s point-to-point transportation, but also need not to bother that much 
about the connecting schedules.  
 
6.3.2 BA – REBUILDING IMAGE 
One possible reason why customers are not as keen on BA as expected could be that 
BA’s image in these four countries are, to some extent, used aircrafts, no-frills, costs cut, 
orientation for low-income people, and private owners. In the context of Asia, all these 
images are connected to low safety records cheap goods, not authoritative and low 
assurance. It is mentioned above that in Asia, the major way of information learning is 
from informal ways, e.g. word of mouth, and “bad news” goes much faster than “good 
news”. Therefore, if the first image is bad, then the later image of BA will not be 
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attractive to passengers. Furthermore, “protecting face” is still a popular culture in Asia, 
especially in Chinese society. Thus, if BA always markets itself as cheap goods, it is not 
helpful to attract the majority of passengers who are value-conscious. Moreover, people 
in Asia still believe in authority, which probably makes them more willing to take state-
owned companies’ services or goods, compared to private owned. To conclude, BA 
should be wise enough not only to market itself as cheap goods, but also to advertise why 
it can offer such low prices, from efficiency or from low salaries. Additionally, BA 
should educate customers that BA does not focus on “poor” quality, but on value and 
affordability of more people. 
 
Additionally, because of the simplicity of provided services, the most powerful marketing 
strategy for BA is corporate culture. Budget Airlines’ model, Southwest Airlines is 
famous for its happy flights. Their staffs and pilots are prepared for telling jokes anytime 
and anywhere. Furthermore, James Rothnie attributed EasyJet’s success to fun and 
friendly image. Thus, every airline presents specific culture of its corporate, which could 
help customers remember its name and brand, and become loyal to this brand. On the 
other hand, customers will put more emphasis on added value if the incremental cost is 
low. JetBlue provides leather seats on board, which is said to have attracted and attained 
many passengers. Even some BA provides more space for legroom compared to others, 
which could be used to differentiate it from others. Therefore, each successful BA in the 
future for sure has its own unique culture and all the processes or operations could reflect 
its culture well.  
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6.3.3 FUTURE IMPROVEMENT FOCUS OF AIRLINE INDUSTRY 
Franke (2004) advocates that increased efficiency without deterioration in service levels 
will be the key to reaching overall growing revenue, although it seems that the Airline 
industry is going into the stalemate situations.  
 
Therefore, airlines will try to use all the measures to minimize costs and maximize 
benefits for customers. They will restructure networks, streamline operation procedures, 
automate processes and find more ways to achieve economies of scale. In addition, in 
order to minimize costs induced by uncertainties, they will try to reduce and simplify 
customer encounters at the airport and in distribution. This asks for further innovation 
and development in PC and networks. Moreover, countries’ sky will sooner or later fully 
open to airlines of other countries, so competition will become fiercer in the future. This 
makes customers the final winner and will bring about revolutions to land transportation 
and sea transportation as well. 
 
6.4 CONCLUSION 
In this chapter, we investigated the customers’ preferences among quality, value and 
price, as well as some affecting factors. Only four hypotheses have been verified. It is 
supported that Chinese are the most value-conscious customers among the four countries. 
As well, it is found that higher-income customers are most quality-conscious. Moreover, 
it is proposed that on long distance business trip, customers prefer FA which represents 
quality and on short distance business trip, customers prefer EA which represents value. 
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Other ten hypotheses have not been verified. As for H1a, if taking the fact that value- and 
price-conscious Malaysians will take trains or buses most probably into consideration, it 
can be said that Singaporeans are the most quality-conscious customers. However, 
without that assumption, Malaysians seem most quality-conscious, which might not be 
the case. Regarding H1c, Chinese are more price-conscious than Indians, which might be 
because that price-conscious Indians may not afford to travel abroad. Referring to H2b 
and H2c, lower-income customers are the most value-conscious, while medium-income 
customers are not as value-conscious as lower-income customers and not as quality-
conscious as higher-income customers. Furthermore, since gender is not a significant 
influencing factor, it is not supported that women are more value-conscious and men are 
more quality-conscious. As last, for long distance visiting relative trip, customers do not 
differentiate FA and EA much, while for short distance visiting relative trip, they do not 
treat EA and BA differently. The same thing applies to long distance leisure trip as well, 
since customers do not show their preferences on FA to EA. Moreover, customers do not 
show much interest in BA even on short distance leisure trip as expected, but prefer EA 
instead. Therefore, H4f is not supported. Finally, the paper gave an insight into future 











This chapter will present a summary of research findings, and provide the implications 
and limitations of the study. At last, several suggestions for the further studies will be 
given. 
 
7.2 SUMMARY OF RESEARCH FINDINGS 
The objective of this study is to investigate the customers’ preferences among quality, 
value and price, as well as some affecting factors. This study  is undertaken to account for 
two research questions as follows: 
z Among high service/product quality but with premium prices, customer value 
which is balancing between quality and prices, and low prices but with low quality 
of product/service, which will attract customers more? 
z Do differences between categories of nationality, income, gender and purpose of 
trip contribute substantially to customers’ preference on high service & product 
quality or customer value or low prices? 
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Fourteen hypotheses were developed to answer the above two research questions. In 
order to test the hypotheses and answer the two research questions, we designed a 
questionnaire and conducted the survey in the International Changi Airport of Singapore.  
The main findings are listed below. 
 
Firstly, it is found that the majority of customers pursue value when they make their 
buying decisions. There are mainly four reasons. Firstly, medium-income people’s value-
conscious behavior represents the whole picture. Secondly, economy recession makes 
people more cautious about spending. Thirdly, the deregulation of the airlines enables 
customers not to be limited to only quality services. Fourthly, affluent and rich 
information entitles customers to balance between quality and price. 
 
Secondly, it is supported that nationality is a significant influencing factor on customers’ 
choices. The study proposes that Chinese are the most value-conscious customers among 
the four countries. Furthermore, if taking the fact that value- and price-conscious 
Malaysians will take trains or buses most probably into consideration, Singaporeans are 
the most quality-conscious customers. However, it seems that Indians are not the most 
price-conscious customers, while Chinese show great price-consciousness.  
 
Thirdly, it is also supported that income influences customers’ choices significantly. 
From the results, it is clear that higher-income customers are mostly quality-conscious, 
while lower-income customers are mostly value-conscious. Due to the enough time, 
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money and high education, medium-income customers are evenly distributed into 
quality-, value- and price-conscious categories.  
 
Fourthly, gender cannot be considered as a meaningful differentiator for the marketing 
strategy. It is supported that there is no significant difference in customers’ choices 
among quality, value and price due to gender. However, there is a slight difference within 
gender. It seems that value-conscious customers dominate in the female group, while 
male customers are quality-conscious, in addition to their high concerns for value.  
 
Fifthly, flying situations cannot be said to be a significantly or insignificantly influencing 
factor generally. EA wins in all flying situations except for long distance business trip, on 
which customers prefer FA. Moreover, FA attracts customers on all long distance trips, 
since passengers place high emphasis on quality and convenience on long distance trips. 
However, BA seems not as popular as expected, since it only shows its advantage on 
short distance visiting relative trip. 
 
According to the findings, the results of hypotheses testing are summarized in Table 7.1. 
 
Table 7.1 Hypotheses testing summary 
 Hypotheses results 
Hypothesis 1a Singaporeans, compared to Chinese, Malaysians, 




Hypothesis 1b Chinese, compared to Singaporeans, Malaysians, 
and Indians, are more customer-value purchase-
intentional. 
supported 
Hypothesis 1c Indians, compared to Singaporeans, Malaysians, unsupported 
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and Indians, are more low-price purchase-
intentional. 
Hypothesis 2a High-income people, compared to low- and 
medium-income people, are more high-
service/product quality purchase-intentional. 
 
supported 
Hypothesis 2b Low-income people, compared to high- and 




Hypothesis 2c Medium-income people, compared to high- and 




Hypothesis 3a Women are more likely to be customer-value 
purchase-intentional. 
unsupported 
Hypothesis 3b Men are more likely to be high-service/product-
quality purchase-intentional. 
unsupported 
Hypothesis 4a On long distance business trip, people are more 
likely to choose high service/product quality, rather 
than low prices and value. 
 
supported 
Hypothesis 4b On short distance business trip, people are more 
likely to choose value, rather than low prices and 
high service-product quality. 
 
supported 
Hypothesis 4c On long distance visiting relative trip, people are 
more likely to choose high service-product quality, 
rather than low prices and value. 
 
unsupported 
Hypothesis 4d On short distance visiting relative trip, people are 
more likely to choose value, rather than low prices 
and high service-product quality. 
 
unsupported 
Hypothesis 4e On long distance leisure trip, people are more 
likely to choose value, rather than low prices and 
high service-product quality. 
 
unsupported 
Hypothesis 4f On short distance leisure trip, people are more 
likely to choose low prices, rather than value and 






IMPLICATIONS FOR SERVICE DEVELOPMENT 
 
8.1 IMPLICATIONS AND STRATEGIC INSIGHTS IN AIRLINE INDUSTRY 
The research contributes to the understanding on customers’ choices among quality, 
value and price in context of airline industry, as well as some affecting factors. Some of 
the findings are consistent with previous studies, while others shed some light on the 
debated issue. Moreover, there are several findings providing new insights to the future 
development of the industry. 
 
8.1.1 OFFERING HIGH VALUE IN CHINA 
BA should better market itself as the equivalent of EA in China. Nowadays, many budget 
airlines are starting their business in China, including domestic budget airlines and 
budget airlines from Southeast Asian countries. However, till now, they cannot be 
considered successful. Because of the regulated airline industry of China, foreign budget 
airlines are limited to only two or three southernmost cities in China and they have to pay 
high taxes which could break their low-fare equation. These make them hard to enlarge 
their business and really show the budget airlines’ advantages in such a huge market. On 
the other hand, domestic budget airlines in China arise from non-airline industry capital. 
Thus, they have to start all from the beginning. However, because of some constraints in 
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China’s airline policies, e.g. they cannot buy aircrafts themselves and lease from 
domestic airlines, but have to lease from foreign airline companies, it can be said to 
impede them to achieve the true meaning of budget airlines. As well, because Chinese are 
believed to be the most collective and group-oriented ethnic, the common ways of getting 
information are expert opinions, word of mouth, and seniors’ advice. However, budget 
airlines seem to have already lost the battle for advertisement. Since when referring to 
budget airlines, Chinese would be reminded of low safety records, uncomfortable, and 
not truly low prices. Hence, budget airlines should better adjust themselves into 
“Economical Airlines” to compete in China market since Chinese want to avoid risks and 
protect their “face”, and budget airlines cannot really achieve low prices in China. What 
they should do now is to familiarize Chinese with their brand names, since compared to 
Western counterparts, Chinese are still very brand loyal (Au-Yeung & Henley, 2003). 
Until the China’s airline industry deregulate, budget airlines can make it clear what they 
orient for are those lower-income people.  
 
8.1.2 USING KANO MODEL TO ACHIEVE VALUE 
On the basis of this research, EA foresees a quite promising future in the business 
development. It is suggested that there is no significant difference in choosing EA for 
different flying situations. It means that no matter whether for long distance or short 
distance, business or visiting relative or leisure trips, customers are willing to choose EA. 
Furthermore, except for long distance business trips, EA shows the advantage over the 
other two or at least draws the same attention from customers. Especially, EA could gain 
a handsome profit from short distance leisure trips and long distance leisure trips. 
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Singapore is an island country, so scenery and cultural experience are limited. This is 
why Singaporeans are well known all over the world for their craze in traveling abroad, 
from Malaysia to Europe. Moreover, Singapore is positioned as an airline hub in Asia and 
many foreigners transfer from Singapore to other Asian countries in their arrangements 
for traveling. Therefore, EA could adjust their business strategies according to the flight 
distance and nationality (destination country), in other words, providing more value to 
passengers, in order to maintain competitiveness.  
 
The low price means more customers and in view of economies of scale, more profits. 
FAs “have made their products overly complex by, for example, trying to be everything 
to everyone, developing confusing pricing systems, and adding features that they think 
are desirable, but for which passengers are not willing to pay.”(Taneja, 2003) How can 
we achieve cost effectiveness and low prices but retain basic services? In the following, 
KANO model is used to remove unnecessary frills. At first, through the survey, we can 
category services into three groups. The first group is Must-have Service (Must-be). 
Customers take these services for granted so that the high fulfillment does not bring 
customer satisfaction up beyond the neutral but their absence or the low fulfillment can 
make customers dissatisfied. Thus, services belonging to Must-have cannot be removed, 
but have to be assured. The second one is Irrelevant Service (Attractive). Customers take 
these services as frills. They do not mind if there are no such services. Moreover, they 
will be satisfied if they can get lower prices by not having such services. Thus, frills 
belonging to Irrelevant Service should be undoubtedly removed. 
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The third one is Delighting Service (One Dimensional Service). There is a critical point 
for the relationship between service quality and customer satisfaction. Before this critical 
point, customer satisfaction increases as service quality increases, while after this critical 
point, customer satisfaction decreases as service quality increases. Thus, the removal of 
frills belonging to Delighting is a complicated situation. In theory, they should be 
removed to achieve lower airfares. Take meals on board as an example (Figure 8.1). In 
the old model, due to the high price and according consuming requirements, meals on 
board is satisfying for short distance flight and must-have for long distance flight. If 
airlines do not want to lose customers, meals must be served. However, in the new model, 
due to the low price and according consuming requirements, meals on board is irrelevant 
for short distance flight and delighting for long distance flight. Since having no effects on 
the must-be, in theory, removal of meals on board for low price is feasible. However, on 
long distance visiting relative trip, since passengers treat flag airlines and economical 
airlines with no significant difference and the flight includes dining time, meals onboard 
become a necessary service. On this type of trip, meals would better not be removed; 
nonetheless, airlines could serve ordinary dishes instead of flag airlines’ expensive ones. 
This is the difference from budget airlines: not removing all the frills and making 
passengers feel like taking a long distance bus in the air, but offering passengers what 
they really need and removing all the price burdens. This is to achieve the balance 




Figure 8.1 Removal of services with the KANO model 
 
8.1.3 FLAG AIRLINES’ NON-STOP LONG-WAY STRATEGY 
This research indicates that contrary to BA’s short distance advantage, FA holds an 
advantage on long distance trips. Especially, FA has advantages on long distance 
business trip, in the male group, in the higher-income group, and in Singapore, Malaysia. 
It can be summarized that those businessmen, high-income people prefer quality to value 
and price. Thus, what FA should orient for is this special group of people. In order to 
attract them, FA could better reconfigure their cost structures and develop more long 
distance non-stop routes. 
 
8.1.4 GLOBALIZATION INFEASIBLE 
The research findings also suggest that strategy of “globalization” is not feasible in the 
airline industry, as nationality plays an important role in choosing airlines. It could be 
Delighting 
The old model 
Delighting Must have 




Movies and music 
Distance
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deduced that the difference in nationality de facto is the difference in country’s income 
levels and culture. Generally speaking, customers make their buying decisions mainly 
according to their affordability. China’s income level is lower than Singapore’s; thus, 
customers in China are more willing to choose EA and BA, while less to choose FA than 
customers in Singapore. Moreover, culture can influence their buying behaviors. China’s 
buying philosophy is to gain the higher value, in other words, to balance between service 
quality and prices. This is why Chinese are the most likely customers of EA. Hence, 
Chinese are the most value-conscious customers among the four nationalities. On the 
other hand, because the majority of Singaporeans are Chinese by origin, they share the 
same “value concept” in buying decisions. However, since they have better economic 
conditions, in addition to value consciousness, they also very concern for quality.  
   
8.1.5 TREATING FEMALE AND MALE EQUALLY 
The study has shown that there are insufficient grounds to believe that there is a need to 
treat male and female passengers differently. This research suggests that there is no 
significant difference between male and female customers in choosing airlines and their 
preference levels either in FA, or EA or BA in different flying situations. It is reported 
that some airlines plan to offer passengers with airfares based on customers’ sex. 
Through the research, it is not recommended, because there is no business opportunity 





8.2 APPLICATION IN OTHER AREAS 
There are other industries similar to the airline industry. At the beginning, it is regulated 
by authorities or government. Thus, it is not operated to the market changes but under 
price and share protection. To some extent, this may lead to the phenomenon of low 
service quality together with high prices, and possibly low competition as well. On the 
other hand, government has to set aside quite a big sum of money and human resources to 
maintain the regulated systems. Telecom and energy belong to this group which is still 
regulated or partly regulated. However, when government decides to deregulate these 
industries, prices will go down sharply and many companies will come up suddenly. On 
one hand, it offers more value to customers and enables companies to run according to 
market rules. On the other hand, deregulation always encourages companies to enter into 
the industry, so new coming competitors provide a lot of jobs to people.  
 
While deregulation could bring quite a lot of benefits both to customers and to 
government, the same cannot be said for operators. When an industry is deregulated, the 
whole industry de facto is undergoing a complete structural change. Thus, all the 
managing concepts and strategies in the old stage cannot be borrowed directly into a 
totally new phase. This is why some companies of a deregulated industry went 
bankruptcy, because of unchanged strategies or wrong strategies. However, these 
industries could learn some lessons from deregulation of airline industry, since they have 





After the Telecommunications Act in 1996, the telecom in America was thought to start 
its deregulation journey. However, someone called it “Deregulation Lite” as with the 
Telecom Act only relaxing minor rules and restrictions. Nonetheless, such incomplete 
deregulation still gave rise to a great change to America’s telecom industry. Since 1996, 
the number of local telephone companies in Minnesota has risen from only a few to 
almost 150. While creating a number of new jobs for the area and lowering prices, these 
companies also make the competition fiercer. Companies therefore have to readjust their 
business strategies to adapt for business environmental change.  
 
Before deregulation, Telecom was protected by the government, and their prices were 
fixed by authorities. Customers had no other choices but to patronize the under-value 
companies, paying high for services. Therefore, with prices not as a variable in marketing 
mix, customers were quality-conscious; in other words, they only made their buying 
choices based on quality evaluations. However, after deregulation, many private Telecom 
companies came in and existing Telecom companies faced unprecedented challenges. 
New entrants had many advantages over the old ones. They could start a cost-effective 
operating structure from the beginning; they could present a sharp image of value-
providing companies and imprint the image on customers’ mind; they were less likely to 
be impeded by the traditional business model compared to existing companies. Thus, 
after deregulation, customers were exposed to the price variable as well. They were 
entitled to choose Telecom services among quality, value and price.  
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Although customers of the telecom industry are more than those of the airline industry, 
they are still finite. Therefore, if a company wants to gain a handsome profit, it has to 
cover as many customers as it can, which could achieve economies of scale. However, 
companies are not encouraged to treat all the customers in the same way. They would 
better segment customers into three parts: quality-conscious, value-conscious and price-
conscious, and then provide them with services of different quality and prices. With the 
knowledge gained from airline industry, telecom companies can focus their efforts on 
coordinating and packaging their diverse services to secure the majority value-conscious 
customers, while adjusting on some elements to cater for quality- or price-conscious 
customers.  
 
By the same token, nationality, income and some other factors should have the potential 
to influence customers’ choices among different telecom companies. Taking long 
distance call cards (LDCC) in Singapore for example, there are several kinds of LDCC 
available for customers to choose with a range of prices and corresponding quality. High- 
or medium-income customers will choose the best quality cards for sure, no matter how 
much discount for other cards. Some customers can bear minor problems of LDCC, e.g. 
not very good voice transfer, in order to get a lower price, since such minor problems 
could not influence the communication too much. However, some lower-income 
customers will buy a LDCC when there is a big promotion or discount, although they 
already have some at hand. Some even buy LDCC which could have distortion in 
communication, just because of low prices. As for nationality, because the development 
of the telecom industry is different in different countries, thus, the charges are also very 
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different. Therefore, apart from price and quality, they will consider LDCC which are 
special for their countries. In conclusion, companies should also take these affecting 
factors into consideration when they plan to go into a new market or retain their existing 
market share.  
 
8.2.2 OTHER DEREGULATED INDUSTRIES 
In addition to the Telecom industry, there are other newly deregulated industries which 
have been learning lessons from airline industry.   
 
Table 8.1 Proposed future research fields 
Industries Rough Deregulating Time 
Agriculture Industry 1996 
Bank Industry 1980s 
Betting Industry 1995 
Broadcast Industry 1979 
Cable Television 1984 
Drug Industry 2002 
Electric Industry 1992 
Energy Industry 1996 
Food Industry 1984 
Health Insurance Industry 1989 
Natural Gas 1985 
Radio Industry 1996 
Railroad 1980 




Many deregulated industries have retained their monopoly. The big and powerful players 
take on advantages or engage in predatory practices that can stifle competition as 
effectively as in regulation times. Therefore, these deregulated industries, together with 
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airline industry, still have a long way to go to be really and completely “deregulated". 
Furthermore, many industries treat the airline industry as the learning model for post-
deregulation development. This is why researchers focus more on studies about the 
deregulation of the airline industry.  
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CHAPTER 9 
LIMITATIONS AND FUTURE DIRECTIONS 
 
9.1 DESIGN QUESTIONNAIRE MORE SCIENTIFICALLY 
We used conjoint analysis in our questionnaire to ask customers’ choices among quality, 
value and price. However, it is kind of tedious and difficult for surveyees to imagine a 
whole picture of a certain type of airlines and make their choices. As well, by being asked 
directly what the willingness of choosing a certain type of airlines is, surveyees might 
give answers intentionally, which means that they are not giving the real answers but 
respond to please people. Furthermore, because we used conjoint analysis to construct 
our questionnaire, there is no statistical way of testing the questionnaire. Thus, in the 
future work, more scientific and strict questionnaires could be used to test the findings 
listed in this study.  
 
Statements in the questionnaire should be designed to indicate whether the respondent is 
quality-conscious, value-conscious or price-conscious. Furthermore, to confirm the 
segment that the respondent belongs to, there should be several statements, as oppose to 
only one, because customers could answer in an intended way.  
 
 129
Price-conscious customers share some similar characteristics, e.g. they are not loyal to a 
particular brand; rarely buy premium services; frequently on tight budgets; they buy 
something only because there is a big promotion and the discounted prices are affordable 
for them and so on.  
Q1. I do not care about the type of airlines, but the price they offer.  
Q2. Normally I would not take FA, unless there are no other choices or there is a big 
promotion that offers affordable prices. 
Q3. I never fly before, but Budget Airlines make me fly for the first time. 
Q4. If there is a big promotion to a certain destination, I will change my travel plan.  
 
Quality-conscious customers are always in pursuit of convenience and comfort in the 
context of airline industry (Vambery, 1976). They will try to avert any trouble themselves 
but let others arrange for them by paying higher prices. Additionally, their living standard 
averagely is very high; thus, they normally demand products or services of the same level 
in their everyday lives. Furthermore, because they have a higher marginal opportunity 
cost for time, they are very picky on schedules. 
 
Q5. I give first priority to schedules for my flight. 
Q6. I am not willing to remove existing services on board in order to get lower prices. 
Q7. I prefer airlines that provide transfer arrangement and delay arrangement.  
Q8. I find that it is worth being a member of Frequent Flyer Program and attending 
parties held by airlines are beneficial for networking.   
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Value-conscious customers make their buying decisions by weighing quality and prices. 
They do not only consider one variable in marketing mix but taking prices and quality 
into consideration in the meanwhile. Thus, after they have a travel destination in mind, 
they will compare fares provided by different airlines and these airlines are within their 
range of tolerance. 
 
Q9. According to my destination, I will try to find the lowest prices for a range of airlines 
I think are not bad. 
Q10. I am willing to remove some frills which I do not think are valuable for money, but 
not all.  
Q11. I will make my choices of types of airlines on account of flying situations.  
 
9.2 LIMITED TARGETED POPULATION 
The potential customers of BA are not included in our target surveyees. Because we 
conducted the survey in International Changi Airport, the people who filled in the 
questionnaires were those who could afford traveling by air. However, what BA targets 
are those people who cannot afford airfares and normally prefer staying at home or 
traveling by other transportations instead of aircrafts. Moreover, our surveyees from 
China, Malaysia and Indian are actually not domestic people but those who travel 
overseas. There might be some differences in buying behaviors between people overseas 
and people within the country. Therefore, future works could include people who have 
not traveled by air yet. As well, questionnaires could also be conducted within China, 
Malaysia and Indian to investigate domestic people’s real choices. Then, the categories of 
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higher-income, medium-income and lower-income should be adapted to each country’s 
real conditions, not only measured based on Singapore’s living standard. 
 
9.3 LIMITED AFFECTING FACTORS IN RESEARCH 
There are some other factors which could influence customers’ choices among quality, 
value and price, but are not investigated. For example, consumers’ age for a long time has 
been considered as an important differentiator for market segmentation (Phillips & 
Sternthal, 1977), because on different life stages, people have different levels of income, 
which has already been verified as a significant influencing factor. Shoham et al. (1998) 
investigated the consumer value, which was strongly related to consumer behavior, 
differed due to age in Israel. Moreover, Anderson & He suggested multinationals to 
market by age segments in regions like Beijing after joint efforts of USA and PRC 
researchers. On the other hand, people in different age groups behave differently in their 
information search, relative importance assigning to service attributes, attitudes towards 
money and so on. Therefore, it is worth researching into customers’ choices among 
quality, value and price based on their age. 
 
In addition to nationality, there are other cultural factors that could influence customers’ 
choices among quality, value and price influences, e.g. racial groups and religion. 
Because of globalization, people in different countries cannot be said to be absolute 
different; they might be in the same race due to immigration. It is believed that within the 
racial group, they share the same values. For example, researchers do not refer to China 
citizenship but Chinese, since overseas Chinese still keep their Chineseness to some 
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extent (Ellis & McCullough, 1985; McCullough et al., 1986). Furthermore, the same 
value could result in some similarities in their buying behaviors. Therefore, it is 
reasonable to investigate the racial groups’ influences on their choices among quality, 
value and prices. On the other hand, religion also has been considered to be one factor 
that influences consumer behavior. By assuming that the adherence to a particular 
religion significantly influenced consumer behavior, Essoo & Dibb (2004) found that 
there was a significant difference in Hindus, Muslim and Catholics’ shopping behaviors 
after investigating their television buying processes. As well, there are other works 
dealing with religion’s influences on consumer behavior, especially focusing on 
comparing East and West religions. Therefore, future works could be designed to 
investigate these two factors to test their influences on consumer behavior.    
 
9.4 LIMITED RESEARCH FIELD 
This study was designed with the context of airline industry in mind. As such, some of 
these results that are presented might be only suitable for this specific area. However, as 
we mentioned in Table 8.1, there are other fields worthy of researching into, e.g. 
telecommunication. All these fields have been experiencing or will experience 
deregulation, so they are struggling to find a suitable development strategy to get through 
such a fundamental change. Although it is supported that in airline industry, by achieving 
the balance between quality and price could help companies get through the fierce 
competition, even gaining market dominance, it is not assured that the strategy the airline 
industry developed could be borrowed directly into other fields. As well, although in 
airline industry, it is recommended to segment customers according to their nationality, 
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income and flying purposes, there are some special influencing factors for each industry. 
Therefore, researches could research into other fields and provide detailed discussions for 
a specific industry. 
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Appendix I Survey (English) 
 
I. Please circle the number that best indicates your likelihood of choosing each 
type of airline in each of the following situations.  
 
Flag airlines: high fare and luxury services, such as Singapore Airlines; 
Intermediate airlines: low fare and only necessary services, such as Valuair; 
Budget airlines: very low price and almost no services on board, such as Airasia. 
 
                                                                       Very unlikely                                   very likely 
1. For Long distance business trip                   
Flag airlines     1     2     3     4            5     6     7     8                                  
Intermediate airlines    1     2     3     4            5     6     7     8                                        
Budget airlines    1     2     3     4            5     6     7     8                                                
 
2. For Short distance business trip                   
Flag airlines     1     2     3     4            5     6     7     8                                                    
Intermediate airlines    1     2     3     4            5     6     7     8                                       
Budget airlines     1     2     3     4            5     6     7     8                                               
 
3. For Long distance seeing-relative trip                   
Flag airlines      1     2     3     4            5     6     7     8                                                   
Intermediate airlines      1     2     3     4            5     6     7     8                                     
Budget airlines          1     2     3     4            5     6     7     8                                          
 
4. For Short distance seeing-relative trip                   
Flag airlines                              1     2     3     4            5     6     7     8                         
Intermediate airlines              1     2     3     4            5     6     7     8                            
Budget airlines                            1     2     3     4            5     6     7     8                       
                                      
5. For Long distance leisure trip                   
Flag airlines                                                    1     2     3     4            5     6     7     8 
Intermediate airlines                                       1     2     3     4            5     6     7     8 
Budget airlines                                                1     2     3     4            5     6     7     8 
 
6. For Short distance leisure trip                   
Flag airlines                                                    1     2     3     4            5     6     7     8 
Intermediate airlines                                        1     2     3     4            5     6     7     8 
Budget airlines                                                1     2     3     4            5     6     7     8 
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II. Please circle the number that best indicates the willingness that you give up 
the followings in order to get lower air fares?  
 
          Give up?                                                         Very willing                  very unwilling 
1. Good departure time      1      2                 3     4                                                              
2. Attendance to special personal needs    1      2                 3      4                                
3. Snacks & drinks for short flight     1      2                 3      4                                      
4. Meals for long flight        1      2                 3      4                                                      
5. Pillows and blankets                1      2                 3      4                                              
6. Reclining seats                                               1      2                 3      4                      
7. Cleanliness onboard                                 1      2                 3      4                            
8. Movies and music                                  1      2                 3      4                               
9. Boarding/deplaning at near                                                 
gates to the departure/arriving hall              1      2                 3      4                            
10. Trash bag                                           1      2                 3      4                                 
11. Seat pockets                                  1      2                 3      4                                      
12. Free Newspaper & magazines         1      2                 3      4                                   
13. Flight-cancellation permission          1      2                 3      4                                 
14. Connection arrangements                      1      2                 3      4                            
15. Pre-assigned seat number                       1      2                 3      4                          
16. Wet tissue                                        1      2                 3      4                                   
17. Delay arrangements                                  1      2                 3      4                         
18. Spacious and comfortable aircraft               1      2                 3      4                      
 
 
III. Nationality ______________                       
 
IV.    Please tick your total household Income per month:      
                 Below S$1,000                                                                      
                 S$1,000-3,999                                                                                         
                 S$4,000-6,999                                                                                     
                 S$7,000-9,999                              
                 S$10,000 and above 
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Appendix II Survey (Chinese) 






          1 表示非常不可能坐，8 表示非常可能坐，2-7 介于之间。                                                               
1. 长途的商务乘机                   
星旗航空     1     2     3     4            5     6     7     8                                  
中层航空     1     2     3     4            5     6     7     8                                        
廉价航空     1     2     3     4            5     6     7     8                                              
2. 短途商务乘机 
星旗航空     1     2     3     4            5     6     7     8                                  
中层航空     1     2     3     4            5     6     7     8                                        
廉价航空     1     2     3     4            5     6     7     8                                                
3. 长途探亲乘机 
星旗航空     1     2     3     4            5     6     7     8                                  
中层航空     1     2     3     4            5     6     7     8                                        
廉价航空     1     2     3     4            5     6     7     8                                                      
4. 短途探亲乘机 
星旗航空     1     2     3     4            5     6     7     8                                  
中层航空     1     2     3     4            5     6     7     8                                        
廉价航空     1     2     3     4            5     6     7     8                                                      
5. 长途旅游乘机 
星旗航空     1     2     3     4            5     6     7     8                                  
中层航空     1     2     3     4            5     6     7     8                                        
廉价航空     1     2     3     4            5     6     7     8                                                
6. 短途旅游乘机 
星旗航空     1     2     3     4            5     6     7     8                                  
中层航空     1     2     3     4            5     6     7     8                                        
廉价航空     1     2     3     4            5     6     7     8                                                





1 代表非常不愿意，4 代表非常愿意。 
1. 适宜的起飞时间（不是在早上 5 点）  1      2                 3      4                                                              
2. 特殊的要求给与特殊的服务    1      2                 3      4                                
3. 短途的饮料和点心       1      2                 3      4                                      
4. 长途的饭菜供应         1      2                 3      4                                                      
5. 长途的枕头和毛毯                 1      2                 3      4                                              
6. 可以后仰的椅子                                               1      2                 3      4                      
7. 舱内的清洁                                   1      2                 3      4                            
8. 电影和音乐                                  1      2                 3      4                               
9. 离出境口近的登机口               1      2                 3      4                            
10. 垃圾袋      1      2                 3      4                                 
11. 座椅后面的口袋     1      2                 3      4                                      
12. 免费的报纸和杂志           1      2                 3      4                                   
13. 允许取消航班，退部分金额          1      2                 3      4                                 
14. 转机安排                         1      2                 3      4                            
15. 提前安排好的座位号                        1      2                 3      4                          
16. 湿纸巾                                        1      2                 3      4                                   
17. 误机后的安排                                   1      2                 3      4                         
18. 宽敞且舒适的飞机舱                1      2                 3      4                      
 
III. 国籍 ______________                    
IV.    您全家的月收入:      
                 少于 S$1,000                                                                      
                 S$1,000-3,999                                                                                         
                 S$4,000-6,999                                                                                     
                 S$7,000-9,999                              
                 高于 S$10,000  
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Appendix III Summarization of the survey data 
 
Table 1: Demographics of Respondents 
Nationality Singaporean 70 33.8% 
 Chinese 42 20.3% 
 Malaysian 27 13.0% 
 Indian 21 10.2% 
 Others* 47 22.7% 
 
Income Group S$3,999 and below 81 50.6% 
 S$4,000-6,999 42 26.3% 
 S$7,000 and above 37 23.1% 
 
Gender Male 85 53.1% 
 Female 75 46.9% 
* Others are not included in the analysis since targeted populations are Singaporean, Chinese, 






Table 2: Summary of Question 1 
First 
question 






Nationality Singaporean  Mean 5.05 5.51 4.24 
 (n=70) Std. 1.93 1.59 2.24 
 Chinese  Mean 3.75 6.06 4.72 
 (n=42) Std. 2.54 2.05 2.78 
 Malaysian  Mean 5.34 5.40 3.16 
 (n=27) Std. 2.09 1.75 2.13 
 Indian  Mean 5.03 5.71 3.71 
 (n=21) Std. 2.75 1.39 2.71 
 
Income  S$3,999 and below Mean 4.27 5.54 4.26 
 (n=81) Std. 2.23 1.64 2.34 
 S$4,000-6,999 Mean 4.83 5.94 4.53 
 (n=42) Std. 1.22 1.20 2.23 
 S$7,000 and above Mean 5.75 5.60 3.32 
 (n=37) Std. 1.02 1.32 2.53 
 
Gender Male  Mean 4.96 5.71 4.20 
 (n=85) Std. 1.49 1.07 1.58 
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 Female  Mean 4.52 5.61 4.01 
 (n=75) Std. 1.49 1.19 1.74 
 
Long Biz  Mean 6.22 5.17 2.54 Flying  
Purpose (n=160) Std. 1.80 1.84 1.97 
 Short Biz  Mean 4.01 5.79 4.69 
 (n=160) Std. 1.92 1.72 2.56 
 Long Visiting  Mean 5.25 5.49 3.58 
 (n=160) Std. 2.31 1.64 2.32 
 Short Visiting Mean 3.27 5.52 5.64 
 (n=160) Std. 2.13 1.81 2.34 
 Long Leisure Mean 5.77 5.39 3.21 
 (n=160) Std. 2.28 1.75 2.08 
 Short Leisure Mean 4.03 5.63 4.83 
 (n=160) Std. 2.32 1.82 2.33 
 
All (n=160) Mean 4.75 5.66 4.11 













  S1 S2 S3 S4 S5 S6 S7 S8 S9 S10 S11 S12 S13 S14 S15 S16 S17 S18 
Nationality Singaporean  Mean 2.94 2.56 2.29 3.04 2.37 2.89 3.37 2.63 2.3 2.13 1.93 2.06 2.89 2.93 2.67 1.73 3.23 3.21
 (n=70) Std. 0.93 0.94 0.97 0.98 1.01 0.89 0.89 1.07 0.89 0.92 0.75 0.95 1.00 0.73 0.99 0.76 0.68 0.83
 Chinese  Mean 2.43 3.10 2.62 2.48 2.33 2.43 2.21 2.38 2.52 2.14 2.43 2.14 2.52 2.48 2.29 2.33 2.52 2.4
 (n=42) Std. 1.09 1.03 1.10 0.97 0.85 0.97 1.09 1.06 1.15 0.72 0.99 1.00 1.19 1.11 1.09 1.10 1.19 0.94
 Malaysian  Mean 3.33 2.67 2.00 3.00 3.00 3.33 3.67 2.33 2.33 1.67 1.67 2.26 3.67 3.33 3.67 1.59 3.33 3.67
 (n=27) Std. 0.96 0.96 0.00 0.00 0.00 0.48 0.48 0.96 0.48 0.48 0.48 1.32 0.48 0.96 0.48 0.5 0.96 0.48
 Indian  Mean 3.33 2.00 1.67 2.62 2.00 2.71 3.33 1.33 2.67 2.00 1.33 1.95 1.67 3.00 3.33 1.67 2.33 2.33
 (n=21) Std. 0.97 0.84 0.48 1.24 0.84 1.31 0.48 0.48 0.97 0.84 0.48 0.22 0.97 0.84 0.97 0.48 0.48 0.48
 
Income  S$3,999 and 
below 
Mean 2.63 2.84 2.37 2.68 2.46 2.53 2.74 2.62 2.35 2.07 2.05 2.04 2.59 2.53 2.56 2.02 2.68 2.78
 (n=81) Std. 1.01 1.01 0.93 1.02 0.87 0.94 1.08 0.93 0.95 0.77 0.88 0.9 1.13 0.88 0.99 0.91 1.01 0.94
 S$4,000-6,999 Mean 3.14 2.17 1.9 3 2.21 2.98 3.31 2 2.45 2.17 1.74 2.05 2.29 3.14 3.1 1.67 2.98 2.86
 (n=42) Std. 1.00 0.93 0.88 0.96 0.95 0.98 0.75 1.13 1.02 0.82 0.66 0.73 1.04 0.72 0.93 0.65 0.75 0.72
 S$7,000 and 
above 
Mean 3.32 2.76 2.35 2.97 2.57 3.27 3.7 2.14 2.51 1.81 1.92 2.3 3.68 3.38 3.11 1.70 3.49 3.49
 (n=37) Std. 0.94 0.93 0.86 0.76 0.87 0.8 0.74 1.13 0.77 0.84 0.86 1.31 0.63 0.95 1.22 0.85 0.80 0.90
 
Gender Male  Mean 3.01 2.74 2.26 2.93 2.44 2.95 3.22 2.14 2.46 2.08 1.94 1.96 2.88 2.99 2.86 1.78 3.07 3.07
 (n=85) Std. 1.06 0.99 0.91 0.86 0.87 0.89 1.06 1.12 0.93 0.89 0.86 0.96 1.11 0.93 1.09 0.88 0.94 0.95
 Female  Mean 2.83 2.53 2.23 2.72 2.4 2.67 2.99 2.57 2.36 1.99 1.93 2.25 2.63 2.77 2.79 1.95 2.80 2.84
 (n=75) Std. 0.99 1.02 0.92 1.06 0.93 1.03 0.94 0.95 0.92 0.71 0.79 0.97 1.15 0.92 1.03 0.80 0.96 0.87
 
 
 
